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Perspective on the Steel Strike 
Indirect as well as direct effects of the strike are 


Capital Appropriations: Advance 
Continues Despite Strike 


The third quarter of 1959 saw continued gains in the 
capital goods upswing, despite the sharp drop in 
steel industry approvals. New appropriations and 
backlogs were substantially higher than a year 
earlier, while capital expenditures exceeded the 
year-ago rate for the first time in two years. Ex- 
cluding steel companies (which typically exhibit a 
sharp seasonal drop in the third quarter), capital 
appropriations showed a larger increase from the 
second to the third quarter of 1959 than any re- 
corded thus far in the Board's survey. For a de- 
tailed analysis of third-quarter appropriations, as 
well as indications for 1960, see..... page 529 


The Business Cycle: Back in Business 


The cost of the steel strike can now be measured in 
terms of lost man-hours, wages, profits, and taxes. 
Most of these losses are likely to be made up in 
1960, but many economists fear that the whole 
nation may feel the adverse effects of the strike in 
1961. Activity, sales, and earnings in the first half 
of 1960 will almost certainly reach record levels as 
steel supplies are restored, and these records may 
build a general tide of optimism into the outlook for 
next year. In four major areas—plant and equip- 
ment demand, inventory demand, commodity prices 
and securities prices—the forecaster’s job will be to 
watch for seeds of possible recession in 1961. 

page 542 


Monthly Survey of Business Opinion and 


Experience 

Optimism on 1960 Outlook Tempered by Steel— 
Most of the 220 manufacturing firms in this 
month’s survey do not expect the steel strike to 
affect their business significantly for the first half of 
1960. More than two thirds of the respondents pre- 
dict that their new orders, dollar billings, and 
profits will exceed those for the corresponding 
months of 1959; 78% of the companies foresee an 
increase in production rates as compared with year- 
earlier levels. Some respondents, however, do note 
the possible adverse effects of steel shortages and 
tight money, and many predict that rising costs and 
keen price competition (stemming from overcapacity 
and cutbacks in defense contracts) will restrain 
profits in the first half of 1960.........page 546 


considered in the chart spread on......page 557 


Prices: A Combination of Ingredients 


“Over the last few months, price activity, at both 
wholesale and retail levels, appears to be concen- 
trated in the food group, while the composite picture 
of other commodities shows very little change. . . .” 
A closer view of the price index reveals a great deal 
of activity in component groups, with seasonality 
playing its part in both food and nonfood sections. 

page 560 


Export-Import Gap: Role of Farm Products 


Although United States exports of merchandise con- 
tinue to exceed imports, the gap between them has 
narrowed considerably since 1957. Based on data 
for the first three quarters of 1959 and indications 
for the remaining quarter, the export surplus this 
year may total about $2.5 billion—50% below the 
1958 figure and the smallest surplus since the $1.4- 
billion total recorded in 1950. Agricultural exports 
will not gain this year, mainly owing to the substan- 
tial drop in cotton exports. This article surveys the 
current export-import picture. ........page 563 


The Steel Strike and Unemployment 
Reserves 


Build-up of state unemployment insurance funds has 
been greatly retarded owing to benefit outlays to 
idled workers in steel-dependent indusiries. The 
states most severely affected—Michigan, Pennsy!- 
vania, and West Virginia—were also among those 
that were hardest hit by the 1957-1958 recession. 
An extra burden has also been placed on the 
separate federal fund for railroad workers which 
was already paying benefits out of borrowed 
money. Although there is little danger that outlays 
will break any state funds in the next few months, 
reserves may not be sufficiently large to face the 
demands of the next business recession. .page 567 


Food Costs in Work Time Here and Abroad 


International living cost comparisons are difficult to 
make-——and at best are to be taken only as rough 
approximations of actual relationships. Here an 
effort is made to compare the work time needed in 
seven different countries to earn enough to buy a 
stated amount of food. Changes over a three-year 
period are also indicated...........page 570 
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Capital Appropriations: 


DECEMBER, 1959 


Advance Continues Despite Strike 


ground in the third quarter of 1959. New appropri- 

ations of the 1,000 largest manufacturing firms 
were considerably higher than a year earlier, the largest 
of three successive year-to-year gains. Backlogs were 
substantially above a year ago and, for the first time in 
two years, expenditures exceeded the year-ago rate. 

Despite a sharp drop in steel industry approvals 
owing to the strike, the upswing in seasonally adjusted 
new appropriations was resumed in the third quarter, 
following a slight second-quarter dip. The drop in steel 
industry appropriations reduced the total for the dur- 
able goods industries below the second-quarter level. 
- But a sizable hike in nondurables approvals more than 
offset this modest decline in the durable goods sector. 

Third-quarter gains in appropriations were not so 
widely spread among industries as in the second quarter. 
The very large gains in a few industries were great 
enough to reverse the apparent slowing down in the 
rate of growth observed in the second quarter. 

This report is the fourteenth in a continuing series of 
quarterly reports on capital appropriations conducted 
by Tue ConrerENcE Boar with the financial sponsor- 
ship of Newsweek.1 The numerical data in the present 
study are identical with those in the September, 1959, 
Business Record, except for minor revisions in the 
second-quarter figures. As in other reports in this series, 
all tables and calculations are based upon identical 
company returns to ensure consistency. (For data back 
to 1955 not shown in this report see The Business Record, 
September, 1958, and December, 1958.) 


‘Leo CAPITAL goods upswing continued to gain 


Continued Gains in Spending and Appropriations 


The 500 companies furnishing appropriation data for 
the past nineteen quarters reported a 53% hike in new 
approvals over the same quarter in 1958. This was the 
third successive such rise, and was greater than the 


1 The initial study, presented in The Conference Board Business 
Record for October, 1956, described in detail the broad purposes of the 
survey, the techniques employed, and the major limitations surround- 
ing the results 
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year-to-year increases of 37% and 43% posted in the 
first and second quarters. This continued improvement 
in the year-to-year comparisons is especially noteworthy 
in view of the fact that in the third quarter of 1958 
the current approvals upswing from the second-quarter- 
1958 trough began. 

Capital spending, up slightly from a year ago for the 
first time in two years, registered its third straight 
moderate gain, on a seasonally adjusted basis, from the 
preceding quarter. This rise was tempered by a cutback 
in steel industry spending occasioned by the long strike. 
While spending, seasonally adjusted, was down slightly 
in the durable goods sector, the nondurable goods in- 
dustries had their biggest spending boost since the 
beginning of the recovery. 

New appropriations fell 4% from the second quarter 
to the third quarter of 1959. Except for 1955, appropri- 
ations have in the past fallen in the third quarter 
by a larger amount. While the durable goods industries 
had a decline of roughly average dimensions, the non- 
durables sector had its only third-quarter increase in 
appropriations. 


Vigor Outside Steel 


The steel companies can be excluded from these 
quarter-to-quarter comparisons because they typically 
exhibit a sharp seasonal drop in the third quarter (see 
chart), and because the strikes of 1956 and 1959 both 
fell in the third quarter. After excluding steel, appro- 
priations show an increase, in the third quarter over 
the second, larger than any thus far in the survey. The 
rise in durable goods approvals is exceeded only by the 
third-quarter jump in 1955. It thus appears that the 
strike-induced cutback in steel industry approvals tends 
to obscure the vigor with which the appropriations 
recovery is proceeding in most other industries. 

On a seasonally adjusted basis, new appropriations 
rose moderately in the third quarter. The second- 
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quarter dip in approvals. has proved only a temporary 
setback, and the steady rise of the three preceding 
quarters has been resumed. Adjusted approvals are now 
at a rate 50% higher than the trough level of second- 
quarter-1958, and are about equal to the second- 
quarter-1957 rate. 


Percentage Changes in Approvals from Second 
to Third Quarters 


Nondurables..............| —4 0} —19|] — 2 9 
Excluding steel 

All manufacturing......... 9 | —21] —30 1 10 

Durables indo eee eee 25 | —46 | —46 7 10 


Approvals in durable goods industries fell slightly, on 
an adjusted basis, in the third quarter. This was owing 
to the drop in steel industry approvals; the rest of the 
durables sector jumped appropriations almost a fifth. 
Approvals in nondurable goods industries were up one 
seventh, their fifth consecutive rise. 


Backlog Build-up Continues 


Seasonally adjusted changes in backlogs can be com- 
puted by subtracting seasonally adjusted expenditures 
and cancellations from adjusted appropriations. On this 
basis, backlogs rose sharply again for the third suc- 
cessive quarter. This latest increase was, however, 
somewhat smaller than in the two preceding quarters. 

Backlogs rose in both durable and nondurable goods 
industries. In the former, the rate of increase has been 
falling, while in the nondurable goods sector the 
amount added to backlogs has grown in each succeeding 
quarter. 

The backlog build-up thus far can be compared with 
the liquidation of backlogs that occurred in 1957-1958. 
The additions to backlogs in 1959 amount to only 
31% of the total reduction in the period beginning in 
the second quarter of 1957 and ending in the fourth 
quarter of 1958. At the current rate of backlog build-up 
it would take about two more years to reach the 
previous peak in backlogs; this assumes an appropri- 
ation boom of the same duration, roughly, as that 
beginning in 1955. 


Cancellations Up 


Cancellations, seasonally adjusted, doubled in the 
third quarter, following five successive quarters of 
decline. The rate of cancellations in the third quarter 
was only slightly below the year-ago rate, however, 
and was still only half that in the first quarter of 1958, 
on a seasonally adjusted basis. 

To place cancellations in proper perspective, they 
can be compared with backlogs in the beginning of the 
quarter. In the third quarter of 1959, only 2% of the 
opening backlogs were canceled during the quarter. 


Appropriations Resume Upswing 
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Source: The Conference Board 


This can be compared with the previous high of 5% in 
the first quarter of 1958. 


Profits Rise 


Trends in appropriations and in profits, profit mar- 
gins, and liquidity are closely associated. Manufacturers’ 
appropriations rose in the third quarter following a 
second-quarter rise in profits and firmness in liquidity. 

According to the Federal Trade Commission and the 
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Securities and Exchange Commission, second-quarter 
profits in manufacturing were up 71%, compared with 
a 54% year-to-year gain reported in the first quarter. 
Profit margins rose sharply in the second quarter to a 
level well above a year earlier and on a par with the 
second quarter in 1955 and 1956. 

Profits in the durable goods industries were more than 
double the year-earlier rate, while profits in nondurables 
were up 40%. Profit margins rose in both sectors and 
were at near-record heights for the period since 1955. 


Net Profits, after Taxes, as Percentage of Sales 


1958 
ELE iy 


All mfg.....} 4.9 5.2|5.1 5.0 4.7 4.4)3.4 3.8 4.4 4.9) 4.7 5.5 
Durables. .| 4.6 5.2| 5.2 5.2 4.6 4.2|}3.1 3.6 4.0 4.9]4.8 5.9 
Nond’bles.| 5.2 5.3| 5.1 4.9 4.8 4.7|3.8 4.0 4.7 4.9] 4.7 5.1 


Sources: Federal Trade Commission; Securities and Exchange Commission 


In the third quarter of 1959, manufacturing profits 
were only 5% above a year ago and were a third lower 
than in the second quarter, according to the First 
National City Bank’s preliminary figures. While heavy 
losses incurred by the steel industry because of the 
strike were partly to blame for the decline in third- 


Paper and Chemical Gains Accelerate 
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quarter profits, most other industries also had lower 
profits in the third quarter compared with the second, 
and a smaller year-to-year gain in profits in the third 
quarter than in the first half of the year. 

To the extent that profits affect appropriations 
through their influence on expectations and business 
confidence, the third-quarter dip in profits may have 
had little impact on appropriations since it resulted in 
the main from the steel strike, and will be heavily 
discounted for that reason. 


Liquidity Level 


Liquidity, as measured by the ratio of cash and 
federal securites as a percentage of current liabilities, 
fell very slightly in the second quarter. Second-quarter 


Cash and Government Securities as Ratio 
of Current Liabilities 


1956 1957 1958 1959 
HE ViVi | Ste a ir TV |e I VS tai 
All mfg... .. 55 .55|.51 51 52 55) .53 55 56 62) .58 .57 


Durables..| .51 .50| 47 47 49 .51| .51 .53 .55 .60}| .57 .55 
Nond’bles.| .62 .63| .58 .58 .55 .59| .56 .57 .58 .64] .60 .60 


Sources: Federal Trade Commission; Securities and Exchange Commission 


liquidity was higher in 1959 than in 1957 or 1958 and 
only slightly lower than in 1956, but is still far below 
the 1955 level. 


Growing Gains in Approvals 


New appropriations in the third quarter were 53% 
above the year-ago quarter, the third consecutive such 
advance. The latest increase was larger than the two 
preceding it, but was still considerably smaller than the 
year-to-year gains posted several times in 1955. 

Approvals in the durable goods industries were 39% 
higher than in the third quarter of 1958, a year-to-year 
gain equal to that in the second quarter. The nondurable 
goods industries, which accounted for most of the gain 
in the third quarter, were up 66% from a year ago, a 
bigger jump than in the second quarter. 


Electrical Machinery, Paper, Chemicals Up Sharply 


Three industry groups reported lower appropriations 
than a year earlier: iron and steel, miscellaneous non- 
durables, and nonelectrical machinery. Only five of the 
fifteen industries reported greater year-to-year gains in 
the third quarter than in the second quarter; three 
industries—electrical machinery, paper, and chemicals 
—accounted for three fourths of the year-to-year gain 
posted in manufacturing as a whole. 

The upsurge in appropriations thus far in 1959 has 
had a different timing in different industries, some gain- 
ing earlier in the year and others later (see chart). To 
get a clearer picture of the magnitude and industrial 
pattern of the gains, it may be helpful to compare 
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appropriations in the first nine months of 1959 with the 
same period a year earlier. 


Advance in First Nine Months 


In the first three quarters of 1959 appropriations 
were 43% above the year-earlier level. The durable 
goods sector gained 66%, while the nondurables sector 
was up 29%. The largest gains in durable goods approvals 
were made in the first quarter; in nondurables, increases 
came later in the year. 

All but one of the fifteen industrial groups posted 
gains over the first three quarters of 1958, indicating 
the widespread character of the advance. Gains over 
100% were made by nonferrous metals, electrical 
machinery, transportation equipment, paper, and rub- 
ber. The smallest gains were recorded in petroleum 
(7%) and fabricated metals (14%). The miscellaneous 
nondurables group, down 20% from 1958, was the only 
industry to register a decline. 


Still Below 1957 


Despite substantial gains made this year, new ap- 
provals were still 6% below the level of the first nine 
months of 1957. Although approvals in durables in- 
dustries were 1% above the 1957 rate, nondurables 
were still down 11%. 

Ten of the fifteen industries had higher approval 
rates in 1959 than in 1957. Still below 1957 approval 
rates were nonferrous metals, nonelectrical machinery, 
chemicals, petroleum, and miscellaneous nondurables. 
The largest gains from 1957 were posted in rubber, 
paper, textiles, food, and stone, clay and glass, with 
increases ranging from 17% to 51%. 


Diffusion Dips 


The 500 companies reporting appropriations for 
the past nineteen quarters have been classified into 
three categories: firms with increases, those with de- 
creases, and firms reporting no change in appropriations 


Percentage of Companies with Higher and Lower . 
Appropriations 


Nochange....| 3 4 5 Ai iG eae One OB) be pie 8} 


from a year earlier. Here each company is counted as 
one unit, without regard to the size of its appropriations. 


Appropriation Diffusion Declines 
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Distribution of 500 companies reporting higher or lower appropriations compared with 
year-ago quarter 


Source: The Conference Board 


Sixty per cent of the companies reported higher 
appropriations in the third quarter of 1959 than in the 
year-ago quarter. This represented a decline from the 
record high of 67% reached in the second quarter, but 
was still exceeded by only two other previous quarters. 

The diffusion fell in both durables and nondurables. 
In durables, only 61% of the companies registered 
approval gains in the third quarter, compared with 70% 
in the second quarter. In the nondurables sector, 58% 
were up from 1958, compared with 64% in the second 
quarter. 

The decline in diffusion was also reflected in the 
number of industries with continued gains in the third 
quarter. In the second quarter, only one industry was 
below its year-ago approvals rate; in the third quarter, 
three industries were. Comparing year-to-year changes 
posted in the third quarter with those posted in the 
second quarter, only five industries advanced relatively 
in the third quarter. In contrast, thirteen industries 
reported relative gains in comparing the second and 
first quarters. 

Thus the number of companies and the number of 
industries registering appropriation increases has de- 
clined, as well as the number of industries with rising 
rates of gain. This suggestion of a drop in the rate of 
increase was not confirmed by trends in the total dollar 
volume of appropriations: the third-quarter year-to- 
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year gain in approvals was 53% higher than the second- 
quarter advance of 43% and the first-quarter rise of 
37%. Thus the very large gains in a smaller number of 
companies and industries have been sufficient to prevent 
any retardation in appropriation growth. 


Backlogs Rise 


Backlogs at the end of the third quarter of 1959 
were 22% higher than a year earlier, the second such 
gain after eight consecutive quarters of decline. In 
durable goods industries, backlogs were up 23%, their 
third consecutive increase. In the soft-goods sector, 
backlogs were 20% above the 1958 level, their second 
straight gain. 


Changes in Outstanding Appropriations 


ice Tea LV, 9) el dae itt 

"587685858 | 759 59°59 

7°67 bY 75 | 788 758 758 

All mfg...... —31 —34 —31 —23}— 4 10 22 
8 


—35 —34 —27 —16 
—26 —34 —35 —31 


Only three industries reported lower backlogs than 
a year ago; nonferrous metals, fabricated metals, and 
miscellaneous nondurables. Very large gains were posted 
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in textiles (110%), rubber (97%), and transportation 
equipment (72%). 

Third-quarter backlogs were still 16% below the 1957 
level; durables were down 10% and nondurables 22%. 
Seven of the fifteen industries reported backlogs higher 
than two years ago: iron and steel, stone, clay and 
glass, food, textiles, rubber, and miscellaneous durables 
and nondurables. 


Backlog Diffusion Down Slightly 


Further perspective is added to backlogs when the 
500 companies are counted as units. In the third 
quarter of 1959, 56% of the companies reported back- 
logs higher than a year earlier. This was slightly down 
from the 58% so reporting in the second quarter, but 


Percentage of Companies with Higher and Lower Backlogs 
Eh velit s+ TV septic TE. UE’ TV | 2 (sir 


(oy DT oT 758) 58 E8768 | 759-759) 59 
756) "56 O56" |) 2570 P67 ETH) 72ST 9) P58) WEBH C58 


All mfg 
Highers. 22 43 38 33°} 28 29 31 38 | 50 58 56 
Lower? tinceax 53 58 61 | 68 66 63 54 | 44 87 37 
Nochange....| 4 4 6 4 6 6 8 6 5 6 
Durables 
Higher....... 41 35 29 | 23 26 30 37 | 53 58 56 
ower sae 54 60 64] 72 68 64 53] 40 36 37 
Nochange....| 5 5 7 5 6 6 10 (hott ote t 
Nond’bles 
Higher....... 46 42 40 | 33 31 32 401) 45 58 56 
Lower aceon: 51 55 55 | 64 64 62 551] 50 38 38 
INotchange! ...| 3 3. 0 Bite NOmeenD: 4 eo: 


still well above the first-quarter level and that of late 
1956. Both durables and nondurables industries had a 
slight dip in the backlog diffusion. 


Backlog Rates Rise 


The backlog rate in the third quarter was higher 
than a year earlier for the fifth consecutive quarter. 
The rate is defined as the number of quarters the 
appropriation backlog would last at the current rate 
of spending or commitment. 


Number of Quarters of Commitment or Expenditure 
Represented by End-of-quarter Backlog 


1956 1957 1958 1959 
LE ee LO ELE Va tS SEL PLL LV ae ee 
All mfg.....| 3.8] 4.1 3.4 3.2 2.5|3.7 3.2 3.3 2.8) 4.1 3.5 3.8 
Durables. .| 4.3 | 4.4 3.8 3.6 2.9/4.3 4.2 46 4.9/5.3 4.3 5.0 
Nond’bles.| 3.2 | 3.7 3.0 2.8 2.2/3.3 2.6 2.5 2.0|3.2 2.8 2.9 


The backlog rate in the durable goods industries rose 
sharply in the third quarter to a level higher than any 
previous third quarter in the history of the survey. The 
rate in nondurables also rose in the third quarter over 
the previous quarter and the year-ago quarter. 


Backlog Rates on a “‘Spent”’ Basis 


The backlog rates represent an admixture of spending 
and commitments. (A commitment is the placing of an 
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RATIO SCALE 


Dollar appropriations: second quarter of each year equal to 100 
Source: The Conference Board 


order after the appropriation has been approved.) Some 
companies have been able to report their commitments; 
for these companies, then, backlogs represent uncom- 
mitted appropriations. For companies unable to report 
commitments, they represent unspent backlogs. 

End-of-quarter unspent backlogs were 4.5 times as 
great as third-quarter spending. This was the fourth 
straight quarter in which the backlog rate (backlog 
divided by spending) was higher than in the year- 
earlier quarter. Both durables and nondurables in- 
dustries had rising backlog rates. 


Commitments Rise 


Trends in commitments and spending can be com- 
pared for those companies able to report commitments. 
The survey record thus far suggests that changes in 
commitments tend to lead changes in spending by six 
to nine months. Thus trends in commitments closely 
foreshadow trends in spending. 

Commitments in the third quarter of 1959 were 32% 
above. the year-ago level, the third such gain after 
two years of decline. The 32% year-to-year gain was 
greater than the 27% posted in the second quarter and 
the 12% of the first quarter. The first year-to-year 
gain in spending was registered in the third quarter; 
it came six months after the first year-to-year gain in 
commitments and nine months after the first gain 
in approvals. 

The bulk of the gains in commitments this year has 
been centered in the durable goods industries. In the 
first nine months of this year their commitments were 
46% higher than in the same period in 1958, while the 
gain in commitments by nondurables industries was 
only 4%. This reflects previous trends in new approvals 
which rose earlier and more sharply in durables than 
in nondurables. On this basis, it may be expected in 


the light of recent increases in nondurables approvals 
that their commitment rate will soon rise sharply. 

These trends in commitments clearly indicate a 
rising trend in spending continuing at least until the 
first quarter of 1960. The rise above year-ago levels 
in commitments can be expected to continue in the 
next quarter or two, reflecting the latest appropriation 
gains. This in turn would mean extension of the spend- 
ing rise until at least mid-1960. These gains in com- 
mitments and expenditures should be particularly 
marked in the nondurables industries, in view of their 
recent gains in approvals. 


Large Firms Gain Most 


The trend in capital appropriations can be studied 
in more detail by size of firm, based on returns from 
586 identical companies reporting for all quarters of 
1957-1959. In earlier surveys it was noted that the 
smaller companies tended to lead the larger ones in 
the appropriation cycle. (Small companies in this apex 
of the manufacturing pyramid are those with year-end- 
1954 assets of under $50 million; those with $50 million 
to $100 million are medium; those with more than $100 
million are large.) 

In the third quarter of 1959, firms in all size classes 
had higher appropriations than a year earlier. However, 
the small firms, which in earlier quarters generally 
had the greatest increases, have relinquished this lead 
to the larger firms; in the third quarter the large firms 
boosted their appropriations 59% above the year-ago 
level, the medium firms 46%, and the small firms only 
34%. The same relationship is true in both the durables 
and nondurables industries. 


Year-to-year Percentage Changes in New Appropriations 
by Size of Firm, 1957-1959 


1’58 IL’58 IIl’58 IV’58| 1’59 It ’59 IIL ’59 
1’57 IL’57 Il’57 IV’57| 1758 It’58 Ill 58 


All mfg 
Smalls 2k. —31 —44 5 17 QT 83 34 
Medium...... —17 -—41 —33 19 —2 15 46 
Large aie 4a —46 -—33 —9 —10 44 39 59 
Total........| —48 -—385 -—1l — 6 38 45 55 
Durables 
Small’ sae. —29 —55 5 25 38 143 $2 
Medium...... —42 —54 —12 ll 57 107 55 
Margerencet —63 —30 3 —9] 149 28 44 
Total ucteree: —58 —35 1 —4 123 43 44 
Nondurables 
Small........} —33 —26 4 Q 11 Q4 37 
Medium...... 3 —-15 —46 25 | —27 42 37 
Larges} iios —86 —386 —17 —12 7 50 71 
Ota Acne —33 —34 —20 —12 3 47 65 


While the large firms reported greater year-to-year 
approval gains in the third quarter than they did in 
the second, the small firms reported smaller gains. This 
increased rate of growth in the appropriations of large 
firms was foreshadowed by earlier increases among the 
small firms. The latter experienced their first increase in 
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Developments in Brief 


The capital appropriation upswing continued to 
gain strength in the third quarter of 1959, despite 
the effects of the steel strike. New approvals rose 
moderately on a seasonally adjusted basis, and were 
more than 50% above the trough level of five quar- 
ters earlier. 

This result emerges from reports submitted by 586 
companies in the fourteenth of a continuing quar- 
terly survey of the 1,000 largest manufacturing 
companies conducted by THE ConFERENCE Boarp 
with the financial sponsorship of Newsweek. (Re- 
prints of earlier reports are available upon request.) 

New appropriations in the third quarter of 1959 
were 53% above a year ago, the largest of three 
consecutive such increases. While larger than the 
second-quarter gain of 43%, the third-quarter ad- 
vance was contributed to by a smaller number of 
companies and industries. 

Despite a sharp, strike-induced cutback in steel 
industry approvals, appropriations of durable goods 
industries were 39% above the year-ago rate, a gain 
equal to that in the second quarter. 

The appropriation advance in the third quarter 
was led by the nondurables industries, with approvals 
rising 66% above a year ago. This advance, mainly 
concentrated in the paper and chemicals industries, 
was greater than the two preceding year-to-year 
increases. 

Backlogs in the third quarter were 22% higher 
than a year earlier, their second such increase. 
Cancellations, however, while down slightly from a 
year earlier, were up sharply, on an adjusted basis, 
from the preceding quarter. 

Spending rose moderately, on an adjusted basis, 
in the third quarter of 1959. For the first time in the 
current upswing, spending was up from a year earlier, 
though only slightly. As yet, spending increases have 
hardly reflected the sizable increases in appropri- 
ations recorded thus far in 1959 which foreshadow 
spending gains continuing at least until mid-1960, 
and probably beyond. How much beyond will depend 
largely on future trends in capital appropriations as 
revealed by the next and subsequent surveys. 


the third quarter of 1958, six months before the first 
increase of the large firms. 


Diffusion and Size 


Since small-firm approvals were already rising in the 
third quarter of last year, their third-quarter year-to- 
year rise was not so great as the advance relative to 
the second quarter of 1958, when approvals were still 
being cut. 

This decline in the rate of growth of small-firm 
approvals was also reflected in the declining diffusion. 
The small firms obviously have a greater effect on the 
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diffusion of appropriations, where each firm is counted 
as a unit regardless of size, than on the dollar total 
of appropriations, where the size of the companies 
enters into the counting. 

The phenomenon, discussed earlier, of a decline in 
the diffusion of appropriations occurring at the same 
time as a rise in the rate of growth of dollar appro- 
priations can thus be explained in terms of the relative 
behavior of small and large firms. The small firms, it 
appears, lead the appropriations cycle. In the early 
stages of the upswing, therefore, the diffusion rises 
more than the dollar total of appropriations. Later in 
the upswing, when the large firms begin to boost their 
appropriations, the dollar total grows more rapidly. A 
decline in the rate of growth of small-firm approvals 
may not be sufficient to offset this, but it may be wide- 
spread enough to cause a decline in the diffusion. 


Small Firms Lead Spending Rise 


The small firms tend to lead the others in spending 
as well as in appropriations. Total capital spending was 
up 2% from a year ago in the third quarter, compared 


Year-to-year Percentage Change in Capital Spending 
by Size of Firm, All Manufacturing, 1957-1959 


I’58 I1’58 Iil’58 IV ’58| 1759 It ’59 IIT ’59 
1’57 «IL’57 WIL ’57 IV’57| 1758 Ii ’58 III 58 


Small warden ee SU So) ill eo. 13 12 
Medium........ =—17 —25 —26 —28 | —23. — 9 —-8 
Largeind tia tact =—18'; —32,. —38. 39) | —26. — 9 1 


with an 8% decline in the second quarter. The large 
companies were also up 1% from a year ago, their first 
such gain, but the medium companies still reported 


Appropriation Rise Foreshadows Spending Rise 
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Welcoming a New Anticipatory Survey 


Followers of the capital appropriations survey 
will soon welcome a newcomer to the presently avail- 
able kit of foreshadowing tools. The American 
Institute of Architects will begin in the first quarter 
of 1960 a survey on the volume of building construc- 
tion work on the drawing boards of architects and 
engineers. The new series will show the input into 
offices at the preliminary and working-drawing 
stages, and the output in terms of withdrawal or 
abandonment of plans, as well as completed plans 
and the award of construction contracts. Publication 
of these survey results will begin once the Institute 
is confident about the validity of these new data. 

This new survey promises to provide. another 
indicator which taps the planning-commitment-ex- 
penditure process at a different stage than the 
capital appropriation and budget surveys. 


spending below the year-ago level. Since the small 
companies were the first to show appropriation gains, 
they were also the first to show spending gains; their 
spending was more than 10% above year-ago levels in 
both the second and third quarters. 

The slight increase in spending in the latest quarter 
has resulted mainly from increases reported by the 
small firms. As yet, the sizable approval gains of the 
large firms during 1959 have been little reflected in their 
spending. Thus in the next few quarters, when the 
earlier approval gains of the large firms are translated 
into spending gains, total spending will continue to 
grow, probably at an increasing pace. 


Paper and Chemical Plant Appropriations Rise 


In the beginning of 1959, a new feature was intro- 
duced into the capital appropriations survey: the 
breakdown of appropriations into those scheduled for 
plant or new construction and those scheduled: for 
equipment or machinery. Of the 500 companies regularly 
reporting capital appropriations, 394 have furnished 
such detailed plant and equipment appropriation data 
for each of the three quarters of 1959.1 Petroleum com- 
panies are unable to make this breakdown, and there- 


1The total appropriations of the 394-company subsample ac- 
counted for about 60% of the appropriations of all 500 companies 
(excluding the petroleum industry) in the first nine months of 1959. 

The representativeness of the subsample can also be tested by 
comparing its quarter-to-quarter changes in appropriations with those 
of the 500 companies. Excluding petroleum, the 500 companies had an 
appropriation decline of 12% in the second quarter and 1% in the third, 
while the companies in the subsample had successive increases of 9% 
and 3%. This pattern suggests that the underrepresentation of the 
steel industry in the subsample is responsible for these discrepancies, 
for the steel industry has been sharply reducing its appropriations 
from the first-quarter level. When the steel companies are excluded 
from the comparisons, the second-quarter gains are 5% and 8% for the 
500 companies and the subsample, respectively; and the third- 
quarter gains are 18% and 11% 


fore all figures in this section, whether for all 500 
reporting companies or the 394-company subsample, 
should be understood to exclude the petroleum industry. 

Approvals for plant or new construction were 32% 
of all approvals in the first nine months of 1959. The 
ratio of plant to total appropriations has been rising 
steadily in 1959, from 26% in the first quarter, to 32% 
in the second quarter, and to 38% in the third quarter. 
In the third quarter, the increase in the plant ratio 
was mainly centered in the nondurables industries, 
while it fell in the durables sector. In the chemicals and 
paper industries, both leaders in the current appropria- 
tions upsurge, the plant ratio rose sharply in the third 
quarter to a level above 50%, indicating significant 
plant expansion programs in both industries. 


Companies Reporting Distribution of Plant and 
Equipment Appropriations 


Approvals of 
394 Companies 


= rovals as 
sid eee Pie apes yhtkco 
First Nine 
Months, 1959 I 59 II 59 | III ’59 

All mfg. (excluding petroleum). . 60 26 32 38 
Durables: eee eee ae 59 25 33 32 
Tronjand steel icy cise hers. 25 30 38 24 
Nonferrous metals.......... 90 42 30 Q7 
Electrical machinery........ 72 15 41 39 
Nonelectrical machinery..... 97 19 10 81 
Transportation equipment. .. 98 17 28 26 
Stone, clay and glass........ 34 37 55 46 
Fabricated metals.......... 26 9 25 11 
Other durables............. 42 8 34 35 
Nondurables’. soi4 4: #.<c8seee. 62 29 29 45 
HOGG ed te Ron: ek cae ore 63 20 33 $1 
Textilesse ahs: Hee 59 23 9 10 
Papers souk eee 57 20 11 58 
Chemicals 7/220. 2 Ses 67 41 43 51 
Rubberaskenee ee eee 37 6 13 6 
Other nondurables.......... 90 13 14 24 


The third-quarter rise in the plant ratio was more 
highly concentrated than the second-quarter rise. In 
the third quarter, the plant ratio rose in only six of the 
fourteen industries, while it rose in ten industries in the 
second quarter. Furthermore, the most rapidly expand- 
ing industries in terms of total appropriations also 
tended to be the industries with the highest plant 
ratios in the third quarter.! 

These results foreshadow further increases in expendi- 


1 By weighting the plant ratio of each industry in each quarter by 
that industry’s first-quarter appropriations, it is possible to estimate 
how much would have been appropriated for plant in each quarter had 
only the plant ratios but not the total appropriations changed. If a 
plant ratio computed on this basis is about the same as one computed 
by weighting industry plant ratios by same-quarter appropriations, 
then it may be concluded that there is little relationship between the 
rate at which appropriations are expanding and the level of the plant 
ratio. This seems to have been the case in the second quarter, when 
the approvals advance was broadly based. But in the third quarter, 
when the approvals gains were highly concentrated in a few indus- 
tries, the results of the two methods differ in a manner indicating that 
the industries whose approvals have risen most since the first quarter 
also had the highest third-quarter plant ratios 
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tures for industrial construction. They also indicate 
_ that those industries leading in the appropriation ad- 
vance are planning expenditures of a more expansionary 
character than in the recent past. 


Durables Expansion Slower Than in 1955 


In the first nine months of 1959, new appropriations 
were up 43% from the year-ago period. This gain, while 
substantial, fell short of the 65% year-to-year increase 
chalked up in the first nine months of 1955. As 1959 
closes, it is becoming increasingly apparent that this 
most recent appropriation upswing lacks the gathering 
momentum of the 1955 upswing. This is evident from 
the year-to-year gains registered in each of the first 
three quarters of 1955 and 1959. In 1955, the gains were 
41%, 74%, and 93% in the first, second, and third 
quarters, respectively; in 1959, the comparable gains 
have been 37%, 43% and 53%. Thus the recovery has 
not accelerated its pace as it did four years earlier. 

This failure of the 1959 upswing to keep pace with 
that in 1955 cannot be ascribed solely to the behavior 
of steel industry approvals in 1959. Comparing 1955 
and 1959 year-to-year gains in approvals of the durables 
industries (excluding steel), approvals were up 108% in 
the first nine months of 1955 compared with a year 
earlier; the corresponding 1959 rise was only 83%. 

Moreover, the difference in acceleration was even 
greater. The year-to-year gain of 46% in the first 
quarter of 1955 rose to 116% in the second quarter and 
182% in the third; in 1959, the respective gains were 
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59%, 96%, and 102%. Thus the rate of expansion of 
approvals differed markedly in the two years, even 
when the steel industry is excluded from the comparison. 
Of course, such exclusion is itself not entirely valid, 
considering the major role the steel industry must 
almost certainly play in any capital goods expansion, 
and the role it did play in 1955. 


Steel and the Appropriations Advance 


In the fourth quarter of 1959, or in subsequent quar- 
ters, steel industry approvals may be expected to 
rebound sharply from the strike-induced low ebb of the 
third quarter. Steel industry approvals typically fall 
sharply in the third quarter, though whether they rise 
in the fourth quarter seems to depend on more than 
seasonal influences. In 1957 and 1958, when the general 
trend in appropriations was downward, the third- 
quarter drop was not followed by any appreciable 
increase in fourth-quarter approvals. But in 1955, when 
the general trend was still upward, and in 1956, when 
the third-quarter dip was exaggerated by the effects of 
the strike, the fourth-quarter rebound was marked 
(see chart). This experience suggests that in the fourth 
quarter of this year, or shortly thereafter, steel industry 
approvals may increase. 

While such an increase would lend a welcome boost 
to the appropriations upswing, it is nevertheless doubt- 
ful whether it would suffice to bring the rate of growth 
back up to the 1955 rate. For in the fourth quarter of 
1955, steel industry approvals vaulted to a record high 


Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing Companies, Quarters, 
1956-1959! 


Billions of dollars 


1958 1959 


1956 1957 
Til IV I II I IV I Il Ill IV I Il iit 
All manufacturing 
Opening backlog..... 10.49 10.04 9.47 10.94 10.07 8.82 7.61 7.71 6.82 6.29 5.88 7.39 7.50 
Newly approved...... 2.58 3.03 4.54 2.63 1.80 2.26 2.65, 1.68 1.62 2.07 3.58 2.53 2.46 
Commitied or spent.... 2.89 3.56 2.92 3.31 2.96 3.05 2.12 2.20 1.99 2.19 1.92 2.32 2.26 
Oanceled eh oi. Pe. ea0s lh 23 Bho 21 12 40 -40 37 .20 33 aide AZ he 
Closing backlog...... 10.03 9.29 10.94 10.09 8.82 7.60 7.75 6.82 6.25 5.86 7.37 7.50 7.55 
[Capital expenditures... 3.04 3.76 2.86 3.35 3.25 3.42 2.26 2:29 2.06 2.21 1.74 2.16 2.26] 
Durable goods 
Opening backlog...... 5.94 5.57 5.50 5.78 5.38 4.65 4.21 3.86 3.65 3.48 3.46 4.12 4.23 
Newly approved...... 1.08 1.76 1.76 1.33 «2 1.15 74 -81 73 1.03 1.60 1.25 1.12 
Committed or spent.... 1.38 1.89 1.44 1.63 1.40 1.43 wh 91 8h 92 85 1.10 1.05 
Canceled 4. beens s+ 07 09 05 09 07 Lh 16 10 07 LL 08 OL .06 
Closing backlog. ..... 5.56 5.35 5.78 5.40 4.65 4.22 3.88 3.65 3.47 3.45 4.12 4.23 4.25 
[Capital expenditures... 1.62 2.07 1.50 1.72 1.60 1.70 1.06 1.04 94 95 15 .96 1.05] 
Nondurable goods 
Opening backlog.... . 4.55 4.47 3.98 5.16 4.69 4.16 3.40 3.85 3.16 2.81 242 3.27 3.27 
Newly approved...... 1.50 1.27 AM f 1.31 1.09 1.11 1.91 .87 .89 1.03 1.98 1.29 1.34 
Committed or spent.... 1.51 1.67 1.48 1.68 1.57 1.62 1.20 1.29 1.15 1.27 1.07 1.22 1.21 
Canceled Se? eee: 07 4 07 12 05 Lat 2h 27 13 19 09 09 11 
Closing backlog...... 4.48 3.94 5.17 4.70 4.17 3.38 3.87 3.17 2.78 2.41 3.25 3.26 3.30 
[Capital expenditures.. 1.43 1.69 1.36 1.63 1.66 1.72 1.20 1.24 112 1.26 1.00 1.20 1.21] 


A eeeeeeeeeeeeeeeeEeEeEeEeEeeeeeeeeEeEeEeEeEeEeEeEeEeEeEeEeEyE—EEEeEeEeEeEeE——EEEE 
1 Data for 1956 based upon 559 reporting companies; data for 1957-1958 based upon 586 reporting companies. Industry details may not add up because of rounding. For basic 
data underlying 1956 estimates see The Business Record, March, 1958, p. 88. Comparable data for 1957-1958 available upon request 
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Table 2: Newly Approved Capital Appropriations 
for Reporting Companies! 


Money figures in millions of dollars 


% Change 
Ist Ist 
Ill ’59  Q9mos. 9 mos. 
Il ’s9 Il’s8 Pp ~sg __’59 69 
Ist Ist 


All manufacturing.......... 1,786 1,166 53 48 — 6 
Durable goods industries.... 748 636 39 66 i 
Primary iron and steel... 104 219 — 53 43 6 
Primary nonferrous 
metals: os some 96 84 182 132 —29 
Electrical machinery and 
equipment re OO a 173 44 293 105 vf 
Machinery, except electrical 78 79 —1 44 —21 
Transportation 
equipment?.......... 113 43 163 129 10 
Stone, clay and glass 
products 20) sane 127 aida 65 89 37 
Fabricated metals 
products... f.037 .s2..% 25 18 39 14 3 
Other durable goods 
Industries: (ene 28 22 Q7y 45 i 
Nondurable goods industries 1,043 630 66 29 —11 
Food and beverages. .... 77 73 5 25 25 
Textile mill products... . 55 33 67 15 51 
Paper and allied products 120 88 216 101 19 
Chemicals and allied 
prodictsz ji) ae ia 883 185 184 59 —17 
Petroleum and coal 
products'h sis c.c's 9 3.2 a5 320 =. 29 9 if —20 
Rubber products....... 83 Sie yclue 113 17 
Other nondurable goods 
andustries*, /2\00 saga. 5 26 —81 —20 —28 


1 Based upon 500 reporting companies. Industry totals may not add up because of 
rounding 

2 Including motor vehicles 

3 Includes lumber products, furniture and fixtures, instruments, ordnance and mis- 

laneous manufactures 

4Includes apparel and related products, tobacco, leather and leather products, 
printing and publishing 

Source: Tuer ConFERENCE BoarpD 


in the history of the survey. Thus even an immense 
poststrike upsurge in steel industry approvals may not 
suffice to give the current upswing the dimensions of 
the 1955 upswing. 


Nondurables Gains Exceed 1955 Pace 


The nondurables sector of industry, in contrast, has 
exceeded the pace of approvals in 1955. The 29% year- 
to-year gain in nondurables approvals registered in the 
first nine months of 1959 was slightly higher than the 
comparable 26% gain in 1955. Moreover, the gains have 
been growing more rapidly thus far in 1959 than they 
did in 1955: for example, third-quarter-1959 approvals 
were 66% above year-ago levels, while the margin was 
only 43% in 1955. However, the petroleum industry, 
currently plagued with excess refining capacity, may 
not contribute to the later stages of the present appro- 
priations upswing to the extent it did in the 1955- 
1957 boom. 

In an over-all view, the industrial pattern of appro- 
priation gains in the 1959 upswing has been broadly 
similar to that in 1955. Most of the industries with the 


largest year-to-year gains in the first nine months of 
1959 were also leading gainers in the 1955 upswing. The 
steel industry, of course, has reported a much slower 
rate in 1959, partly because of the strike. The spectacu- 
lar gain of 132% in nonferrous metals approvals in 1959 
was overshadowed by the even more spectacular gain of 
262% in 1955. Similarly, the 75% gain in textiles this 
year is much smaller than the 271% jump in 1955. On 
the other hand, the 1959 gains in electrical machinery, 
rubber, and chemicals have been much greater than the 
gains in 1955. 


Summary and Prospect 


Manufacturers’ capital appropriations resumed their 
upswing in the third quarter of 1959 despite a sharp 
strike-induced cutback in steel industry spending ap- 
provals. The advance in the latest quarter was more 
highly concentrated by industry—notably in paper, 
chemicals, and electrical machinery—than it had been 
in the second quarter. Also, fewer and larger companies 
are now sparking the advance. After previously lagging 
in the appropriations. upswing, the nondurables sector 


Table 3: Outstanding Capital Appropriations 
for Reporting Companies, 1958-591 


Money figures in millions of dollars 


No. of Quarters 
of Commitments 


or Expenditures 
% Change Répeatel by 
End of: Ifl ’59 Outstanding 
Il ’59 W’59 IJIL’58 Appropriations 
Til ’59 Ill 58 
All manufacturing. ......... 5,957 4,898 22 3.8 $3 


Durable goods industries... 3,881 2,768 28.60 | Eb 
Primary iron and steel... 1,643 1,283 28 9.4 5.7 
Primary nonferrous 


BITC ALS eb riousatincnccn chee 250 268 — & 4.5 5.7 
Electrical machinery and 
equipment.......... 548 = 464 18 5.8 4.8 
Machinery, except 
electrical), clacwuce acts 330 86=- 3:18 5 3.0 4.8 
Transportation 
equipment?.......... 196 §=6114 72 2.0 1.8 
Stone, clay and glass 
products Qhhe 2 ves 4) 276 179 54 8.5 3.5 
Babdented metal 
PEOCUCES «415 ciate as 8 57 75 —224 2.0 2.6 
Other durable goods 
industries®. . 24. <s5% 81 66 23 2:9 2.6 
Nondurable goods industries 2,577 2,140 20 2.9 2.5 
Food and beverages..... 201 160 26 2.5 2.2 
Textile mill products. ... 88 42 110 | 1.4 


Paper and allied products 309 220 40 5.1 3.7 
Chemicals and allied 


DFOGUCES.. cis ss aieeset 925 758 22 4.6 3.0 
Petroleum and coal 

OFOCNICES 8 ts cune coa es 868 842 3 1.9 20 
Rubber products....... 144 73 97 8.5 22 


Other nondurable goods 


Industries? Ub. 22 cc.5cx 41 46 —1l1l1 3.4 4.6 


1 Based upon 500 reporting companies. Industry totals may not add up because of 
rounding 

2 Including motor vehicles 

3 Includes lumber products, furniture and fixtures, instruments, ordnance and mis- 
cellaneous manufactures 

4Includes apparel and related products, tobacco, leather and leather products, 
printing and publishing 

Source: THe ConrerENncr Boarp 
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Table 4: Capital Appropriations for Reporting Companies 1957-1959, by Quarters! 


Millions of dollars 


1957 1958 1959 
I It IV I I Ii IV I II I 
Aut ManuractTurIne 
Opening backlog.............. 8,635 8,039 7,065 5,945 5,957 5,329 4,929 4,591 5,742 5,858 
Newly approved.............. 1,947 1,320 1,521 1,923 1,291 1,166 1,496 2,638 1,851 1,786 
Committed or spent............ 2,390 2,217 2,336 1,691 1,643 1,467 1,609 1,386 1,657 1,563 
Werreceled er NeW 2) Sols s ues a the 160 89 301 298 272 136 246 107 86 130 
Closing backlog............... 8,050 7,068 5,938 5,979 5,330 4,898 4,576 5,729 5,855 5,957 
[Capital expenditures.......... 2,421 2,412 2,594 1,680 1,698 1,526 1,622 1,258 1,553 1,529] 
DURABLE GOODS INDUSTRIES 
Opening backlog.............. 4,562 4,316 3,757 3,225 2,945 2,863 2,762 2,712 8,257 3,359 
Newly approved.............. 971 531 686 526 647 536 725 1,201 901 743 
Committed or spent............ 1,145 1,052 1,099 691 680 602 671 610 780 677 
HEGNECLEUE Aa ts ES cli ae ae 62 50 99 109 48 36 106 37 ue 61 
Closing backlog............... 4,327 3,754 3,236 2,952 2,863 2,758 2,711 3,257 3,358 3,381 
[Capital expenditures.......... 1,207 1,180 1,283 782 768 682 694 526 683 637] 
Primary iron and steel 
Opening backlog.............. 1,894 1,805 1,565 1,326 1,185 1,288 1,283 1,264 1,638 1,713 
Newly approved.............. 316 176 Q17 131 350 219 228 574 320 104 
Commitied or spent............ 402 405 437 263 242 22h 235 194 243 174 
GE CPUT LIS, SERIA I alent 3 12 6 9 4 a 12 2 if a 
Glosing backlog ..))% s...ea0000 64 1,805 1,565 1,340 1,185 1,289 1,283 1,264 1,638 1,713 1,643 
[Capital expenditures.......... 425 430 480 286 288 Q45 233, 176 Q21 161] 
Primary nonferrous metals 
Opening backlog.............. 658 692 534 459 383 Q79 263 186 224 209 
Newly approved.............. 199 25 97 58 12 34 16 91 54 96 
Committed or spent............ 158 180 153 124 109 46 54 61 67 55 
CO ATICT,  E  eee e O ae V4 4 19 9 8 4 40 at 2 
Closing backlog ?':2.0.......06.: 692 534 458 384 279 263 184 224 209 250 
[Capital expenditures.......... 191 188 182 113 87 72 73 60 70 59] 
Electrical machinery and equipment 
Opening backlog.............. 690 612 620 5A 542 529 464 460 490 509 
Newly approved.............. 84 133 86 74 82 ah 126 112 124 173 
Committed or spent............ 130 123 138 66 8&2 96 109 68 99 95 
CORCCLEURe. Cinch SSSR Meee aa 22 11 21 12 13 13 22 12 ue 39 
losing backlog sic aes sc did <2 622 620 547 542 529 464 458 493 509 548 
[Capital expenditures.......... 123 121 159 719 97 110 122 61 83 94] 
Machinery except electrical 
Opening backlog.............. 431 417 387 359 313 301 316 368 372 366 
Newly approved.............. 121 49 87 75 58 79 132 119 109 78 
Committed or spent............ 118 79 105 59 67 65 70 108 11h 110 
MAONCELCU ME ate ass BRE idole c afore oe ily 2 y) 56 4 iT 8 6 1 2 
Closing backlog 4 72.22 0b8 Tk 417 384 359 319 300 313 373 374 366 330 
[Capital expenditures.......... 105 123 145 87 86 72 vith 59 85 92] 
Transportation equipment including 
motor vehicles 
Opening backlog.............. 353 320 Q47 192 178 150 114 136 176 180 
Newly approved.............. 116 44 58 58 49 43 89 116 115 113 
Committed or spent............ 14h 104 100 69 64 65 «64 71 109 98 
Canceleda nian. sagen a tie sate oue 5 ths 16 8 12 15 9 5 4 
Closing backlog. crysis asf oy 320 QA7 190 179 151 114 131 172 179 196 
[Capital expenditures.......... 166 133 139 89 75 69 60 56 77 80] 
Stone, clay and glass products 
Opening backlog.............. 339 295 258 211 179 158 181 176 190 230 
Newly approved.............. 80 65 63 44 53 77 74 89 113 127 
Committed or spent............ 119 | 94 95 60 66 51 71 66 70 79 
COLT S71 21 ER, eRe 6 6 13 16 i) 2 6 7 1 2) 
Closing backlog............... 296 258 211 180 158 179 177 190 230 276 
[Capital expenditures.......... 115 110 104 64 713 56 62 59 81 86] 


(Footnotes on page 541) 
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Table 4: Capital Appropriations for Reporting Companies 1957-1959, by Quarters!—(continued) 


Fabricated metal products 
Opening backlog.............. 
Newly approved.............. 
Committed or spent............ 
Canceledee Meee ose eee 


Other durable goods industries? 
Opening backlog.............. 
Newly approved.............. 
Committed or spent............- 
Canceled aie aoa eee 


NoNDURABLE GOODS INDUSTRIES 
Opening backlog.............. 
Newly approved.............. 
Committed or spent............. 
Canceled ere SRP a6 5s 5 hae 
Closing backlog? 70. ...2-... .%f 


[Capital expenditures.......... 


Food and beverages 
Opening backlog.............. 
Newly approved.............. 
Committed or spent............ 
Canceledien®. >...) Ree Se ke 


[Capital expenditures.......... 


Textile mill products 
Opening backlog.............. 
Newly approved. °.........s+.. 
Committed or spent............ 
Canceled ee. Od, APee okey cori 


Paper and allied products 
Opening backlog.............. 
Newly approved.............. 
Committed or spent.........5.. 
Wancelede tyr tanks thts wee ee ake 


Chemicals and allied products 
Opening backlog.............. 
Newly approved.............. 
Committed or spent............ 
(Of (ei 7: yy Ee en eA 


Petroleum and coal products 
Opening backlog.............. 
Newly approved.............. 
Committed or spent....... iS 
Canidedire een eg icdte om fone 


Millions of dollars 


844 
946 
410 
119 
1,261 


407 


1958 


2,472 
732 


1,150 
374 


II II 
85 61 
19 25 
43 29 
a a 
61 57 
32 31] 
82 91 
AT 28 

Fo 5) or 
1 1 

91 81 
35 33] 
2,485 2,499 
951 1,043 
877 885 
69 79 
2,497 2,579 
869 892] 
204 209 
97 hie 
89° 79 
2 4 
210 201 
87 77] 
72 74 
42 55 
36 41 
4 a 
74 88 
34 43] 
240 250 
73 120 
65 61 
3 a 
249 309 
64 64] 
686 752 
276 383 
201 201 
LS 9 
751 925 
198 202] 
1,161 1,064 
375 320 
429 450 
4h 66 
1,063 868 
433 454] 


(Footnotes on page 541) 
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Table 4: Capital Appropriations for Reporting Companies, 1957-1959, by Quarters!—(continued) 


Millions of dollars 


1957 1958 1959 
Il I IV I Il il IV I II iil 
Rubber products 
Opening backlog.............. 143 153 135 106 104 85 73 66 83 103 
Newly approved tie Soli Mee 63 41 39 39 22 31 31 48 65 83 
Committed or spent............ 61 58 60 39 36 83 35 29 43 41 
Canceled =a Sac ante ec SaaA Nee ncaa 1 1 6 1 5 11 8 1 a 
Closing backlog............... 153 135 108 104 85 73 66 83 103 144 
[Capital expenditures.......... 51 52 54 39 36 Q9 32 QT 40 37] 
Other nondurable goods industries* 
Opening backlog.............. 28 24 36 31 Q7 31 46 39 38 47 
N ewly APPFOVEd Pasi irs. eek 10 24 8 9 16 26 9 12 24 5 
Committed or spent............ lh 12 12 13 12 10 16 1h lh 12 
Canceled 5 eR CNON- SRO a eerahaielie aiha es a a 1 a 1 a a a a a 
Closing backlog............... 24 36 31 Q7 30 46 40 38 47 41 
[Capital expenditures.......... 15 15 15 12 15 13 10 10 13 15] 


1 Based upon 500 respondents. Industry totals may not add up because of rounding. Opening backlog is defined as approved capital appropriations outstanding at beginning of 
quarter. Closing backlog is defined as approved capital appropriations outstanding at end of quarter 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


a—Less than $500,000 
For 1955-1956 data see The Business Record for September, 1958 
Source: Tar ConFERENCE Boarp 


in the past two quarters has been providing much of 
the upward push. 

Capital spending continued to rise, on an adjusted 
basis, in the third quarter, and for the first time was 
above year-earlier levels. The advance in spending may 
have been slowed by the impact of the steel strike, not 
- only as it affected the steel industry itself, but also as 
it affected production and the delivery of capital goods 
equipment and materials and as it delayed plant 
construction. 

Thus far the spending increase seems to reflect the 
modest appropriation gains of the second half of 1958. 
The 1959 upswing in approvals has yet to be fully 
translated into spending. Still more substantial spending 
imcreases are on the way, extending at least until mid- 
1960 and probably into the second half of next year as 
well, based upon the large recent gains in commitments 
and in large-company approvals, which thus far have 
had little effect upon expenditures. 


Excess Capacity and Modernization 


The approval upswing has been progressing more 
slowly in 1959 than it did in 1955, in part owing to 
greater excess capacity at the beginning of the present 
recovery. This excess capacity means that a longer 
period must elapse before rismg demand overtakes exist- 
ing capacity and creates a need for additional productive 
capacity. This lag may vary among companies and 
industries, and thus the upswing may proceed steadily 
as the excess capacity in the various companies and 
industries becomes gradually absorbed by increasing 
demand. 

A second and related reason for slower growth in 


approvals stems from the technologically oriented nature 
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of the current expansion. The postwar burgeoning of 
research and development expenditures by industry is 
now paying off in an increasing flow of cost-cutting 
innovations. Technological change of this sort is much 
less likely to lead to sudden bursts of capital expansion 
than is shortage of productive capacity. This is especi- 
ally true at present when there is a stream of “small” 
innovations rather than a few major breakthroughs. 

The current capital appropriation upswing is also 
characterized by the relatively gradual modernization 
of plant and equipment. The rate at which older equip- 
ment is retired for reason of obsolescence may be 
speeded up somewhat, but not to the point where there 
is wholesale scrapping of existing plant. 

Thus the existence of a certain amount of excess 
capacity in manufacturing, together with the growing 
importance of cost-cutting innovations as a source of 
investment incentive, points to a capital goods expan- 
sion which may be of greater duration, though less 
hectic, than earlier expansions. 

The course of appropriations in the near future will 
be heavily influenced by the outcome and especially the 
timing of the steel settlement. On the basis of past 
experience, a sharp resurgence of steel industry ap- 
provals is to be expected. Many other industries may 
also be affected, since the steel industry or steel-using 
industries may be vital customers. These speculations 
will be clarified by events to be recorded in the next 
and subsequent surveys of capital appropriations. 


Morris CoHEN 

Martin R. GAInsBRUGH 
Assisted by 

Herman RosEMAN 

Office of the Chief Economist 


Business Highlights 


THE BUSINESS CYCLE: BACK IN BUSINESS 


Some tentative observations on the long-run impact of the steel strike 


VER the course of the past month, as ingot 
QO production rose rapidly toward capacity, the 

first thin rivulets of finished steel emerged from 
the mills and worked their way toward steel-using 
industries. The flow was obviously small, but just as 
obviously there was no hindrance to a rapid acceler- 
ation. Similarly, by the end of November, the steel 
supply was the only limiting influence on activity and 
employment in the automobile industry; owing to the 
vagaries of steel distribution, some automobile plants 
were laying off workers while others were rehiring on 
virtually the same day. Steel was thus king in Detroit, 
as in Pittsburgh, and the refilling of steel pipelines 
would clearly be a precursor to a rapid recovery in 
automobile production. 

Steel and automobiles are far from being the whole 
United States economy; and, under ordinary conditions, 
it may be that their importance in forecasting the 
business cycle is somewhat exaggerated. Even today it 
is possible, by deliberately ignoring these two indus- 
tries, to come to the conclusion that the business cycle 
expansion which began in early 1958 is already far 
advanced, and that not much more growth can be 
expected in this cycle. 


In the Bill of Particulars 


Business inventories have, after all, advanced some 
$5 billion over the past year; residential building ac- 
tivity appears to have passed a cyclical peak; the 
Federal Government is hard at work restraining the 
growth of budget expenditures; the presently available 
forecasts for plant and equipment expenditures point 
upward but at no spectacular rate; retail sales, after 
seasonal adjustment, have hardly changed over the 
past seven months; income of farm proprietors has been 
dwindling for about a year; our merchandise export 
balance, while slightly improved in recent months, is 
sharply narrower than in previous years, and is reflected 
in a disturbing outflow of gold; interest rates are 
already at levels that can be interpreted as at least an 
approach to a cyclical peak; and, ever since April, 
member bank borrowings from the Federal Reserve 
have been about half a billion higher than excess reserve 
balances. For the past nine months, outstanding instal- 


ment credit has been rising at an annual rate close to 
$5 billion. 

One might question the significance of individual 
points in this bill of particulars, but a general con- 
clusion seems warranted: the 1959 steel strike oc- 
curred at a time when a normal business expansion 
was no longer in a very early stage. And in some re- 
spects the expansion continued during the course of the 
strike itself. Almost throughout the strike period, in- 
stalment credit extensions continued to run substan- 
tially above repayments; production throughout soft- 
goods industries held at 10% or 15% above the peak 
rates of 1957; even in durables manufacturing, output 
remained at or near previous peaks, excepting only 
steel itself. Total end-product demand in the steel- 
struck third quarter was actually modestly higher than 
in the preceding quarter. 

If the steel strike had been of “normal” dimensions 
—that is, five to eight weeks—one might well have 
argued that it would have yielded a relatively brief 
boomlet on top of the normal expansion in progress, 
and that a possibility for moderate adjustment cer- 
tainly existed for the latter quarters of 1960. In fact, 
in September, such a forecast was par for the course. 

At that time, it was embarrassing for analysts to be 
asked (as they frequently were) to discuss what the 
next recession might be like, and for a very good reason: 
the excesses and distortions that generally produce 
recession, and that are corrected in the course of 
recession, had not yet appeared, and it was far from 
certain that they would appear. “The new recession” 
was thus thought of rather hazily as a possible fourth 
member of the postwar family of recessions, with a 
strong family resemblance to its three predecessors. 


Historical Parallels No Longer Relevant 


In the last six weeks of the strike, however, the 
historical parallels plainly lost much of their relevance; 
not simply the parallels to poststrike recoveries, but 
also the possible parallel of a “next recession”’ to pre- 
ceding recessions. As the strike wore on, the underlying 
attitude of businessmen and economists underwent a 
cycle of its own. By mid-October, the outlook was being 
reinterpreted in two ways: the general weakening of 
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Real National Output: The Strike’s Impact 
on a Growing Economy 


Billions of 1958 dollars; quarterly figures as seasonally adjusted annual rates 
Trend value based on logarithmic straight line fitted to 1947-1958 
Sources: Department of Commerce; The Conference Board 


business statistics, although admittedly largely a re- 
flection of the strike, could be taken to suggest that 
the recovery would be dampened and mild, and give 
way to a typical mild postwar recession early in 1960. 
A second version saw the poststrike recovery as aug- 
mented by the length of the strike, with an expectation 
that total activity would advance sharply, and into a 
speculative range.! 


Cost of Steel Strike 


By mid-November, when the strike itself (although 
not the dispute) was over, and its fourteen-week dur- 
ation could be viewed in retrospect, experienced ob- 
servers of business conditions had largely abandoned 
the first of these variations. By late in the year, general 
expectations for 1960 were extremely high; but the 
pattern of the statistics increasingly suggested a violent 
catch-up period in 1960, occurring in a generally 
mature business environment, and with unhealthy 
overtones. In fact, a large number of analysts seemed to 
be writing off 1960 as an overstimulated boom, and 
were turning, pointedly though guardedly, to the 
possibility of substantial readjustment in 1961. 

The cost of the steel strike can now be measured in 
many ways: in terms of lost man-hours, lost wages, lost 
profits, lost taxes.? These losses should certainly seem 
important enough to the parties involved, even though 
it may be true that the sales and incomes involved are 
not “lost forever” but will be made up in 1960. What 
is bothering economists in business and government now 

1See “Variations on a Theme,” The Conference Board Business 


Record, November, 1959, page 489 
2 See “Perspective on the Steel Strike,” page 557, in this issue 
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is that a final bill for the strike may be presented to the 
whole nation in 1961, in the form of a greatly increased 
susceptibility to major recession. 

This much said, it is difficult to envision much 
diversity of opinion about the outlook as business moves 
through the first half of 1960. Activity, sales and 
earnings will almost certainly be at record levels once 
the supply of steel is rebuilt, and it is hard to resist the 
tide of optimism generated under such conditions. At 
the same time, the obvious sources of short-term opti- 
mism are likely to be buttressed by the usual decennial 
flood of long-term forecasts generated by statisticians 
and economists in all years divisible by ten. 

Mechanics of long-term forecasting are such that the 
results can only point upward. At the high level to 
which the postwar years have already brought the 
American economy, the compounding of even a rela- 
tively moderate growth rate over a ten-year period now 
yields very exhilarating increases in prospective national 
output. The forecasts of gross national product for 1970 
which are now becoming available suggest a national 
output level ranging from over $700 billion to about 
$800 billion. And it may yet be that some enterprising 
projector, by extending his forecast still another five 
years, will find the American economy closing in on the 
trillion-dollar mark within the business lifetime of most 
of the executives now running American business. 

This is heady material; it is hard to see how it can 
fail to have some reflection in business planning. And 
as if this were not enough, it is also likely that the 
national elections of late 1960 will be invoked fre- 
quently, if a little mysteriously, as a source of assurance 
that the frantic pace of business early in the year will 
not be allowed to slow by late in the year. 

The business environment of 1960 could thus be 
highly stimulative, and perhaps speculative. The pos- 
sibility is present that 1960 will not only represent a 
catch-up from 1959, but an anticipation of 1961. Under 
these conditions, it would seem to be the function of 
analysts to keep a steady eye on those areas where 
excesses characteristically develop, and to weigh their 
significance for 1961. 


Some Areas To Watch 


1. Plant and equipment spending. Throughout the 
first three quarters of 1959, business outlays for plant 
and equipment were in a moderate uptrend; by the 
third quarter, the rate of dollar outlays was only about 
10% below the peak reached in the fall of 1957. Actual 
outlays in the fourth quarter were estimated to rise 
somewhat further in the Department of Commerce’s 
regular quarterly survey conducted last September, but 
the impact of the steel strike on deliveries of capital 
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Commodity Prices: Up in Industrials, Down in Agricultural Goods 


OAPRIL, 1958 @JULY, 1959 


1958 1959 1958 1959 1958 i959 1958 
July, 1957 = 100 
Sources: Bureau of Labor Statistics; The Conference Board 


goods is still a question mark, and the fourth-quarter 
rate may have to be reduced somewhat. 

The presently available indicators for 1960 point to 
something like a 10% increase over the 1959 rate of $33 
billion. Even this estimate implies a rate of capital 
outlays in late 1960 about equal to the previous peak, 
and it is widely expected that the 10% increase will be 
substantially exceeded, as new spending plans form and 
mature under the influence of high levels of business 
activity. 

The cash inflow of corporations in 1960 will, by all 
indications, set a new record; profits themselves, after 
fallmg somewhat in the last half of 1959 owing to the 
strike, are almost unanimously expected to return to 
their prestrike rate of $53 billion annually, and might 
well exceed this figure for a time. Depreciation allow- 
ances are also still in an uptrend, and should provide 
perhaps $1 billion more in internal funds next year. The 
rate of plant and equipment outlays is intimately re- 
lated to the internal flow of corporate funds; and in 
1960 the internal flow will be in record volume. At 
what point the rate of capital outlays becomes excessive 
relative to present and prospective demands for output 
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1959 1958 1959 1958 1959 1958 1959 


is no easy question, but it may be a critical question 
for 1961. 
v 

2. Business inventories. In 1959, the level of manufac- 
turing and trade inventories has evidently increased 
about $5 billion, despite a relatively sharp liquidation 
in inventories of durables in the last half. Nevertheless, 
inventory-sales ratios will be exceedingly low once the 
steel supply permits sales rates to recover. In the postwar 
years, inventory-sales ratios, while they are admittedly 
a rough measure, have very accurately forecast both 
the direction and extent of inventory demand, and the 
present forecast is clearly for substantial accumulation. 
Assuming sales rates in late 1960 only some 5% higher 
than prestrike sales rates, it would take inventory ac- 
cumulation of $15 billion to raise the general inventory- 
sales ratio to its level of mid-1957 or mid-1953, the last 
dates when inventory policy reversed into liquidation. 

If inventory accumulation were to occur slowly and 
over an extended period, its termination need not be a 
heavy drag on orders and activity; the more rapid the 
accumulation, the more serious may be the impact when 
it is over. In this area the retarding effects of the steel 
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strike have tended to set a higher and more unstable 
trajectory for the business trend. 
v 

3. Prices. The behavior of prices has an important 
bearing on both plant and equipment programs and 
inventory policy. In the period of the last boom in 
plant and equipment spending, which terminated in a 
sharp cyclical reduction, the prices of producer finished 
goods advanced about 17%, and the rapidly increasing 
cost of facilities was used as an argument for spurring 
plant-building programs to beat still further prospective 
rises in costs. Thus far in 1959, capital goods prices 
have moved only sluggishly. If they should start to 
rise, however, they may again induce the kind of specu- 
lative advance purchasing of such goods that appears 
to have occurred in 1955-1957. 

Similarly with inventories. The general nonfarm 
price level has been rising only slightly thus far in 1959; 
if the rise should accelerate, it is likely to add a note of 
urgency to inventory accumulation beyond and above 
the urgency of actual physical scarcity that now exists 
in much of the durables sector. 


v 


4. Securities prices. Following the downward move- 
ment of stock prices this fall, they have run sidewards 
at a level very close to their level at the beginning of 
the year. However, they experienced a rise of about 
30% during 1958 (as they did in the last recession year 
1954) and are about 15% higher than at the last peak 
in mid-1957. The stock market often seems to follow 
its own inscrutable course. Nevertheless, even a quick 
look at a chart of stock prices suggests its close rela- 
tionship to the business cycle; and rising and falling 
stock prices wield a heavy weight in the balance-sheet 
position of the consumer sector, which holds some $350 
billion in equities. The dividend yield of common stocks 
is now substantially below the yield of even high-grade 
corporate bonds (whereas it was moderately higher than 
the bond yield almost throughout 1957). In view of the 
prospective pressures on the money market, few analysts 
expect any decline in bond yields at least in the first 
half of 1960; a further rise in stock prices might thus 
bring it into a still more speculative relationship to the 
bond market. 

In these four areas—plant and equipment demand, 
inventory demand, commodity prices and _ securities 
prices—the analyst’s job for 1960 will be to separate 
out any speculative and cyclical excesses as they appear; 
it is in these areas that most of the concern over possible 
recession in 1961 now originates. 


ALBERT T. SOMMERS 
Division of Business Analysis 
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Announcements of 
Mergers and Acquisitions 
July 11, 1959—August 10, 19591 


(Continued from November, 1959, issue) 


‘ Acquirer 
Description and Assets in Millions 


Motor Products Corp. ($13.1) 
Parking meters mfr. 


Murphy-Canada Oil Co. 
(Sub. of Murphy Corp.) ($73.8) 
Oil and gas producer 

Nixdorff-Krein Mfg. Co. (over $1.0)* 
Wagon hardware and chains mfr. 


Norfolk Paint & Varnish Co. (over 
$.5)* 


North American Industries (n.a.) 


Northrop Corp. ($95.6) 
Aircraft, electronic equipment, and 
missiles mfr. 


Occidental Petroleum Corp. ($4.4) 

Crude oil and natural gas producer 
Ohio Oil Co. ($400.2) 

Crude oil producer and distributor 
Old Judge Coffee Co. 

(Sub. of R. C. Williams & Co.) 


Foodstuffs wholesaler 


Onondaga Pottery Co. ($9.5) 
Commercial and household china- 
ware mfr. 

Packaging Corp. of America 
(Formed by merger of) 


Petroleum Publishers, Inc. (n.a.) 


Pettibone Mulliken Corp. ($25.2) 
Railroad track equipment, manganese 
steel mfr. 

Pick-N-Pay Super Markets, Inc. 

(Sub. of Cook Coffee Co.) ($17.1) 
Supermarket chain operator 


Potter Co. ($.6) 


Fixed paper capacitors, other elec- 
tronic devices, and radio noise 
filters mfr. 


Producto Machine Co. (over $.5)* 
Tool and die makers’ tools and 
accessories mfr. 


Pyrometer Co. of America, Inc. (n.a.) 
Temperature transducers mfr. 


Rapid-American Corp. ($70.9) 
Printing plates, matrices and metal 
signs mfr; lithographer and letter- 
press printer 

Reichhold Chemicals, Inc. ($51.9) 
Synthetic resins, industrial chemicals 
and inorganic color pigments mfr, 

Reliance Mfg. Co. ($23.9) 

Apparel mfr 

Republic Supply Co. of California 

($16.4 ; > 
Oil field equipment and industrial 
supply items distributor 

Rexall Drug & Chemical Co. ($119.7) 
Drug store merchandise mfr. and 
distributor 

I. Rokeach & Sons, Inc. ($1.9) 

Kosher foods and women’s undergar- 
ments mfr. 


Acquired Unit 
Description and Assets in Millions 


Braden Winch Co. (n.a.) 


Aero Gear Co. (n.ca.) 


Vigor Oil Co., Ltd. (Canadian) (n.a.) 
Gasoline and fuel oil marketer 


Walsh Mfg. Co. (over $.3)* 
Farm implements mfr. 
Modene Paint Co (n.a.) 
(Sub. of Unexcelled Chemical Co.) 
Buffalo Bolt Co. (n.a.) 
(Sub. of Buffalo-Eclipse Corp.) 
cae of Houdaille Industries, 
ne. 
Steel fasteners mfr. 


Page Communication Engineers, Inc. 


n.d. 
Plans and installs systems for long- 
range radio communications 


Gene Reid Drilling, Inc. (n.a.) 


Aurora Gasoline Co. (n.a.) 
Refineries operator 

Thriftway, Inc. 
ae tea and tea bag operation of) 
n.d. 


Vandesca Pottery Ltd. (Canada) (n.a.) 
(71% interest in) 
China hotelware mfr. 

Central Fibre Products Co. ($36.7) 
Paperboard mfr. 

The Ohio Boxboard Co. (over $1.0)* 
Paperboard mfr. 

American Box Board Co. ($43.4) 
Paperboard mfr. 

**Monitor’”’ (n.a.) 
(Oil and gas magazine of Dresser In- 
dustries) 

National Iron Co. (over $.5)* 
Building material handling ma- 
chinery mfr. 

ACF—Wrigley Stores, Inc. 
(24 grocery stores (Clev eland, Ohio) 
of) (n.a.) 

Carnf Co. (n.a.) 
Finished products for resale supplier 


Ring Punch & Die, Inc. (over $.3)* 
Punches mfr. 


Magnetic Instruments Co., Inc. (n.a.) 
Precision instruments for measuring, 
controlling and recording physical in- 
formation mfr. 

Brunhoff Mfg. Co. (over $.5)* 
Advertising and merchandising dis- 
plays mfr. 


Varcum Chemical Corp. (n.a.) 
Resins mfr. 


Stadium Mfg. Co. (over $1.0)* 
Pajamas mfr. 


Tubesupply Ine. (n.a.) 
Mechanical steel tubing distributor 


Injection Molding Co. (over $1.0)* 
Plastic containers mfr, 


Eastern Foam Fabric Co., Inc. (n.a.) 
Foam rubber products for women’s 
undergarments mfr. 


[To be concluded in next issue] 


EE 


1 See The Conference Board Business Record, November 1957, and May, 1959, 
for sources and methods used in this compilation and an analysis and summary 
of recorded 1958 mergers and acquisitions 


* Estimated minimum capital from “‘Thomas’ Register of American Manu- 


facturers, 1959” 


Monthly survey of business opinion and experience 


Optimism on 1960 Outlook Tempered by Steel 


Y MORE than a two-thirds majority, the 220 
manufacturing companies participating in THE 
CONFERENCE Boarp’s latest survey of business 

expectations predict that their new orders, dollar bill- 
ings, and profits for the first half of 1960 will exceed 
those for the corresponding months of 1959. A number 


of these companies are apprehensive that there may yet . 


be unfavorable repercussions on their business from the 
steel strike. But a majority have assumed that the steel 
situation will not affect their operations to any sig- 
nificant extent during the first half of 1960. 

Companies in the communications equipment, elec- 
trical industrial equipment, instruments and controls, 
and office equipment industries are particularly optimis- 
tic about the outlook for their business during the 
next half year. 


Few Are Bearish 


A minority of the companies surveyed (less than 13%) 
foresee a drop in the demand for their products from 
comparable 1959 levels. Many of these firms are far 
from pessimistic, pointing out that they experienced a 


Company’s New Orders: First Half, 1960 Compared 
with First Half, 1959 


Expected Per cent of 
change responding companies 
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period of exceptionally good business during the first 
half of 1959, as an aftermath to the 1957-1958 reces- 
sion. 

Typical of this group is one hardware firm whose 
treasurer states: 


““My principal reason for believing that our business will 
be off in the first half of 1960 is simply that our business was 
awfully good for this period last year, and I think reflected 
a replenishment of inventories to some extent.” 


STEEL STRIKE—EFFECTS UNCERTAIN 


With the exception of steel producers, most of the 
companies surveyed do not feel that the steel strike will 
have any significant effect on their business for the first 
half of 1960. Most made their predictions on the as- 
sumption that steel would be in full supply by the end of 
1959; many had assumed strike settlement before the 
end of October. The steel companies, naturally, believe 
that the strike has ensured firm demand for their prod- 
ucts for the first half of 1960. Thus one executive in the 
steel industry predicts: 


“The prolonged steel strike will result in higher orders, 
sales, and production in 1960 because of the drying up of 
inventories in customers’ hands. It will take some time after 
the strike for the industry to be producing at full capacity 
and should take at least the first half of 1960 to reestablish 
working inventories not only for the users of steel products 
but also for the steel producers who depleted their inven- 


tories quite substantially prior to July, 1959, because of the 


possibility of a strike.” 


A few reporting firms outside the steel industry also 
believe that final settlement of the steel strike will result 
in an increase in their 1960 volume of business. One such 
company, producing industrial machinery, notes that 
“there has been noticeable deferment of contracts for 
new construction and for plant and equipment expendi- 
tures during the steel strike. We are assuming that these 
deferments will spill over into the first quarter of 1960.” 

This outlook is echoed by the vice-president of an 
automotive company, who maintains: “We do not 
think that sales postponed this year are lost, as we 
believe that they will be made up in the first half of 
1960.” 

Another group of respondents, however, fears adverse 
effects on its business owing to the strike-induced 
scarcity of steel. The president of a hardware firm notes 
that his predictions of increased billing and production 
for the first half of 1960 assumed settlement of the steel 
strike in late October. He adds that, since this was not 
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the case, “our rate of production in the first half of 1960 
will be curtailed. Naturally, billing will be curtailed if 
we are unable to get the steel to meet current production 
schedules.” 


Steel at Any Price? 


Some respondents note that they are currently more 
concerned with the immediate results of the steel strike 
than with its long-run effects. Thus a number of firms 
state that they will pay a premium price for steel, if 
necessary, during the first few months of 1960. This 
intention is expressed by the president of a communica- 
tions equipment producer, who writes that his predic- 
tions assume “that our production will not be halted 
owing to a lack of steel even though steel is temporarily 
more costly to obtain.” 

But respondents are not ignoring the strike’s long-run 
implications, and a number of companies express con- 
cern over the possible inflationary aspects of an increase 
in the price of steel. 


Indirect Effects of Shortages 


Some survey participants, while not expecting their 
operations during the next six months to be directly 
affected by their inability to obtain steel, are neverthe- 
less fearful of the indirect effects of steel shortages. This 
is particularly true of companies in steel-related indus- 
tries, such as metalworking machinery or construction 
materials. For example, the vice-president of a metal- 
working machinery company reports that “a number of 
companies that would normally order equipment will 
hesitate to do so because they will not know whether or 
not they will be able to get steel for the manufacture of 
their products.” And a producer of builders’ hardware 
fears that “shipments of our products may be adversely 
affected because of a lack of construction steel on the 
part of our customers.” 

Other firms are apprehensive of unfavorable repercus- 
sions on their sales stemming from wage losses incurred 
during the steel strike. Thus the president of a food 
products company states that “the steel strike will have 
little direct effect on our outlook, although economic 
depression can have a negative effect on our units in 
those areas where steel plants are a major employment 
factor.” 


“TIGHT MONEY” A HAZARD 


In addition to the effects of the steel strike, a number 
of participating executives are concerned about the cur- 
rent scarcity of funds and resultant high interest rates. 
They fear that the inability of many firms to borrow 
money economically will act to damp business increases 
in the first half of 1960. Such concern is expressed by 
metal-product and nonmetal-product companies alike. 
The president of a company manufacturing construc- 
tion materials, for instance, comments as follows: 


“Our dollar billings, new orders, and rate of production 


for the first half of 1960 will be lower than they were during ~ 
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Company’s Billings: First Half, 1960 Compared with 
First Half, 1959 


Expected Per cent of 
change responding companies 
DECREASE Wyn 11.3% 


NO CHANGE fe fetene 


INCREASE 


% CHANGE 
NOT SPECIFIED 


UNDER 10.0% 


10.0% 
TO14 9% 
15.0% 
TOI9.9%. 
200% 
TO 29.9°%o 
30.0% P252525059 
ga5.9% 
OR MORE Seetetetets a 


Source: The Conference Board 


the first and second halves of 1959. Our decline will be 
caused by the inability of people interested in construction 
to obtain the necessary financing.” 


A textile producer notes the buyers’ side of the prob- 
lem, reporting that the high cost of funds will force his 
firm to lower its inventories during the first half of 1960. 


RETARDING THE RATE OF INCREASE? 


Seventy-one per cent of the companies surveyed ex- 
pect their new order receipts in the first half of 1960 to 
exceed those of the comparable period in 1959. About 
18% of the respondents predict that their new orders in 
the coming six months will approximate the first-half- 
1959 level, while 11% forecast a decline. 

Participating firms are almost equally optimistic 
about their first-half-1960 orders as compared with 
second-half-1959 levels. Two out of three respondents 
expect new orders to rise above current levels in the 
coming six months. About 12% foresee a decline, and 
21% predict that their orders in the first half of 1960 
will equal those received in the latter half of this year. 

Of course, a number of firms report that comparisons 
of the first half of 1960 with the second half of 1959 are 
distorted by the seasonal nature of their business, or by 
the effects of the steel strike. The president of a machin- 
ery company, for example, expects “‘the first half of 1960 
to be about 50% ahead of the last half of 1959, which 
has been depressed for us by the steel strike.” 

Although a large majority of survey participants 


oules 
aules 


/- 
x 
js 
st 


6S6T Jo 
eH ISIN 
qyM peared 
“ul0D) 096T jo 
JTPH ISI 


SOXB] W0jJog 


8}J01g 


0z a sues oT 
°F G Ine 9'€ 
auies au cv) oT 
A A A zi 
aures PPAoT Or SES 
aures “Uu ‘AU “vu 
Al; ) S 
A |’ part | A / 
Sal db sg 
a is hg 
“Gp: A\s ames 
/ /» au of 
js PAI] sules L 
aUIeS /- ¥ 07 
dUIeS / aU 07 
auIeS eu eU 4 
aUIesS PAT S ai 
i a LU Ss 
oot o% ZT ae 14 
x Ss aUIeS 1a! 
SLz ix 8 ox 
ST is rhe iy 
ji a auIeg auleS 
5 Ss LU Ss 
8ST} OT ) as 
OOT) St 9 £ 
dues /- au st 
ye ne 6 = 
A A|' au | A 
i yeAeT 80° St 
ye a or 
OOT S sures or 
00T} = pPaeT ita baer 
aw ys dUIeS Ine 
yas sATL aU L 
/s | js 
iX /- auIeS S 
AS “u Vx 
aules S or or 
— % + SE = A aS ae ot 
10} oBeIOAY gates J0 
Yj pared Q96T JO | WED Jed SV | ONIEA TeLIOd 
mmm 09gr 194) eta ecg aus | ano wut 
JTeH WI puary pereduog perzedui0g 
soin}ipuedxq 
Teyides 
jo 21ey So110JUaAUT 


owules sues 
£°3 care 
dUIeS c 
AU “AU 
"LU AU 
aules dues 
aures / 
/ h 
aWes is 
A pe 
i i 
i» NS 
hs i 
Ves /- 
or S¢ 
“U “AU 
eules oA l 
‘SIU / 
dUIeS Or 
/ / 
o£ 97 
or ot 
Mas i 
or or 
“LU aUIeS 
“CU S 
“AU - sues 
SHI & 4 
3) 
) Ving 
eee: 
aUIeS / 
4U / 
ee he 
"AU ‘MU 
ne A 
/- / 
AU “AU 
9° ol 
ey Be et eet 
6S6T jo 6S6T jo 
JeH PuoOIES JTeH SI 
qyzIM pored yyIM poied 
“Ul0D O96T JO | -WOD O96T Jo 
JTeH SA Je SI 


uononporg jo ayey 


S S 
V8 Vor 
sures ¢ 
9 £ 
aU S 
SUIeS e I 
/ / 
sues js 
/ yas 
dsUIeS St 
oules ST 
oT 02 
S or 
osules og 
au 4 
Ss IUIeS 
‘SHU / 
sues Or 
ot 07 
154 £V 
ot or 
As i 
oT oT 
9UIeS sulesg 
““U S 
AU sues 
OOT; ¢€T 
Deis 
) wap 
or Ss 
/ / 
oules oT 
AU Ss 
Pee = | eee 
/* sues 
A hs 
/s i 
SOU OT 
Se ge a 
6S6T JO 6S6T Jo 
HEH puoseg | eH ISI 
yyim posed qyM pored 
“WO 096T JO | -WIOD O96T JO 
JPW SAN JTPH ISIE 
soul 


LU sures 
oF OL 
VUIeS S 
aU AU 
4Uu ¢ 
oS 3S 
AU aU 
tx "ba 
auIes OT 
fs a 
QUIeS oT 
aUIeS ST 
ot ST 
$ ot 
oUuIeS SZ 
aU 207 
S [AT 
‘SIU ST 
aueg OT 
/ / 
07 os 
S OT 
ot L 3% L 
or OT 
sues aulesg 
“aU S 
aU aules 
ST | 8P 
Al, 
“AU S 
/- aulesS 
/s A 
awUes ST 
aU Ss 
JULES 
a LU / 
S) S) 
26 L 
¢ S 
2UIeS 2WIeS 
- © + {]- % + 
6S6T Jo 6S6T Jo 
APH Puooes JeH ISI 
YyIM pered Yq pered 
“UIOD O96T JO | -UlOD O96T JO 
PH SI JTeH SIM 
SI2p1Q) MON 


Mapes Se 9 
70) ae 
‘po at: 
HL md, 
HL 7 
un ae 
on “5 
“u “9 
T-N ee 
‘po ‘qT Kunguog 
sIVMpIeY 
I-N 328 
ul +) 
PO 79 
128, “Ss 
Cu 
"0 "9 
ul rs 
Z-N “7 Kupnguoz 
quouw 
-dinbo [er 
-snpul [eopeq 
Mu ar 7 
+HL “+t kupduoy 
sa0ueldde 
Teorey 
“u ig 
iy, “F 
0 9 
tO ee Z 
z7-N “+ kuvguoy 
queudinbo 
SUO!}EOIUNUIWIOD 
ye) oT 
0 6 
ru “+9 
pO y 
PO et) 
*O “"¢ 
~PO vas 
yoy “9 
pO 67 
“AU “+7 fupguoy 
sj] Jee3s pue 
S9OVUIN] 4selg 
eu +9 
on m5 
0 “F 
eu “9 
0 9g 
‘pO ‘+ T Kupduor 
sjied 
pue emily 
Sajsjsnpuy s|/DJaWw 
e4xHIS 
[23S Aueduiod 
ynoqy ape pue Arjsnpuy 
suondunssy 


(@N|OA 4IO{jOP) 


sseUIsNg O96 ,seluDdwos sey; BuipsnBey suoypjoedxy seaynoex3 


548 


a 
~ <a 


poised yo Buyjoos,, App-AjyBie AepiDY-430) puokaq puajxe of O41 + HI 
poued yo Buyjooo,, Anp-AyyBie Aeysny-10) Bulinp juawajyjes O4144S —HL 
096L 4 19j10Nb puodes ul juowiayiyes Ox14IS—ZO 
O96L 40 444DNb ysuy Uy yUSWE}JeS Ox14S— LO 
6S6L FO AeJJONb yyNoy uy pueWeyes ax1144S—PfO 
096L ‘Aspnune uy juowasyjes Orx14S—f 
6S6| ‘s9quiesegd jo yjDYy puores ul juoWejes Ox11435—Z-G 
6S6| ‘Aequiessg jo yoy ysuy Ul pUSWEYOS Ox1145S—1-G 
6S6| ‘J@qQUeAON Jo JjDY puodes UY JUSWE}JJES O4111GS—Z-N 
6S6| ‘@QUeAOCN JO jyDY Jsuy Ul JuSWIEJeS O41145S—[-N 
6S6L {4990190 Ul yuoWo]HeES OH115S—"}9O 
esuodses ON—"s*U 
JUdWId}J9S Oy11js [294s BulpspBes suoydunssy *| 
sjoquids oj Aoy 


6S61 ‘| 4equiecon BuiuujBeq poled jposy 404 s} DJDp s4yuepuodsey—po 
SUOI}DN{ONY jDUOSDeS JO} pejsnlppD Ueeq spy DJDpP s,jUepuodsey—q 
juepuodses Aq pojiodes eBupi jo yujodpiw sjusseides UMoYs 81NB}jJ—x» 
juepuodsay Aq pajsedxe sj eHupyo ,jDUDIsSqnNs,, 10 ,,e1qDJepisuoD,,—> 
juepuodses Aq papedxe s} eBupyp , jjows,, 40 , 4YyBIS,,—S 
@Bupy> yo 
epnyuBow BuipspBes uoypwoju; syI9eds Ou eADB juspuodse, fAjuo eBupys peysedxe jo uoyse11q— /- 
sseuisng 40 AjijpUuOspes Of ENP Bjqn4sDdUWIOD jou si DjOg—"s‘I"U 
esuodsel ON—"s"U 
sjoquids 1910 *Z 


549 


/ os Or AU dUIeS wU “AU aUIeS /- Ag sures 76) agi 
or | s |s 9 ST of ia SZ ¢ S HL 29) 
Oy | yas i aU s|7p /-\9 Ab | (a! aU “'S 
eh ewes eA L IUIeS sues Sz TS 1Z 9S 97 Z9 au nay. 
2% LT ot LT [497 OUIeS aules IX oe 0% 07 2% LT 2% LT ‘po soot 
i /* js aules ra /* Whe he hs ST ST 76) iupe 
Sl, oUIeS /* zt 07 € ST ST 02 2% L etl 76) “| fupguiod 
snyeredde 
pue ‘sjo1zu09 
‘SJUSUINIISUT 
/» ide Woe /- 3% 7 Jha es /* is au ‘4u "PO +1 
aU YS || ac os OT 4 os 4 os OT OF ~PO eT 
7» i* aS. ‘4u sUIeS i ie he i ures o% L “po ZI 
oT /* or | A 0% OT SZ owes ST OT Sz PO TT 
OT ST /- | 6F OT ST ST L OT S i ‘Po OT 
“LU /* “LU “wu / /* /* /® /- /- vag LU oe 6 
Sz 00z | Ss TT iS ST z S aues SUIS HL “39 
ot S) BAT OT OT ¢ ¢ S S euleS ewes ‘PO Sh 
/s aUIes peAoT T ST Pe | yes oT | 8 0z OL 10 "9 
oT Ve “AU sues Ss “AU "AU "MU ¢ 09 Vag “AU aes: 
sues sues PAIT 3mesg S$ ‘6 G ‘6 G T ovules g-N : “P 
aules 4u “4U au ee / /* /* ps a4 ¢ »~O nae 
YS Vea) 28 97 /* /* of St St St HL ‘Tt 
jie /* /* “aU S /* /* oT 0% LT /* /* HL “** Kupguoa 
pezijepeds 
Azauryo 
-PUl [CLI}SsNpuy 
aules js aU e) IRS /- I \S /- | 7 “AU CZ: 
S js Sua 0z aules i 7 ih i OT Ss ‘po aZT 
i js [eae] /s i /* ee of va! 02 ral 70 1Z 
/* 2UIeS “au OOT OT 4 4 aules “aU os os aU “02 
/- Sah /* 78 FW fe ie Whe ee js i PO c6t 
SS /- s47Z | OT YLT /* /* 0z 07 0s oA LT HL "ST 
eU QUES S) (G LT /* dUIeS 0Z oules 3% LZ ot L au SET 
fy 7* s if /* /* ve SuIeS PON ix 1-N “OT 
ST /* P4277 cal 8 07 07 ST ST ST OT HL “ST 
Vg hee kee Vd the vie j* /» ha z-d cet 
sues SUIeS pPAg’T sles 07 “LU "MU osmUes oUIeS SUIeS ames AU ek | 
/* eules j* Vga Fd /* f* Vag fae Us /* ‘PO "25 
suleg osulesS ¢ 9 9 sues ovules / sues S omtes PO aca Cy 
U /- OT | &T (ai S| gh? ST OT | OT S HL "OT 
|p os or | 8 /* /* os os aes 09 7-N 6 
OT o% L S) aures Or Or OT OT OT Le €T i40) 8 
OUIeS aues Ag Vag OL “AU etl "LU aA L “AU sues "AU ae 
osules 0Z AU Ss ct AU "LU osules oUleS oumlesg oules TaN “9 
Vag WS PAIT 9T TI AU vu “AU “eu auIeS vag "LU SAS 
Of LS pPAaT oules ALT /- pe 6 LT ST auIeS ‘po a 7 
auIes ‘aU “aU aU Te lee ® ; /* OT OT or OT “au aie! 
2) oules /A\S ST /* Js o) yen se) dues ‘po as 
I \| 7 /* 7 ot De /* oT SE OT se HL “+ +] Kupduoa 
i jeioues = ArsUTYyS 


-eUl [eLISNpUy 


(@N|DA 40|;OP) 


pa SHES ie “Wes a y™ the i ‘he 
Os dUIeS pad] “eu aUIeS ‘AU 8 Pi) 8 
2% TT is eT sues vig au “eu ot ST 
/* [| 7% “U auleS js vag aules auUes 
js Vag par] vag 8 “eu au sues ses 
Vie sues ‘aU ‘AU vag at 1 ot L or or 
“aU sures /* aU “Uu AU ‘4U ‘AU “UU 
o% TL omlesS i /- eules aU aU S SZ 
dues Na 7/* aU /- sues sures oUIeS aUWIeS 
/- sures “U “aU oe AU /* S ¢ 
/- | /- /- ‘LU “LU js awes 
e) 1) /* aU or Ve {i OzT OL 
/- ir Par] 2) sb e% L w%L oH 2% L 
sues /* ir | @ 0z i aules ST sues 
aUIeS /* /* “u St au 02 07 02 
aes ‘AU aU aU is aU aU ‘AU “AU 
aurIes /* Js sues vag aUIeS QUIeS QUIeS sures 
ST I | 7% aU 8ST ‘LU AU AU “LU 
/- aules “U au SZ i is os os 
J | 7% AU “Uu sues ST ST Js /* 
ie /* PX Ost S st of 02 ce 
‘oi Se jon Fie ie i a ST ST 
owes JUIeS / ‘AU auresS OF oF oF oF 
aures OUIeS “LU Se vag /* /* /- prs 
oules sues OT | OF 1%6 S$ 4 oT ST 
“AU amues wU “4U sues AU AU /- /* 
os | /* Mae aules SZ st ST ST st 
/* ames TBA VERS OT /- /- oT 8 
UL Ss a) zt |p. 2 47° 
sues LU PAT ewes sWUIeS eA TI sures js SUIeS 
aures sues yeae’T sues sues ames awues eures aures 
SZ of PAT aules oules /* i of oT 
/* awes js HOS SZ “Ue “LU /- joe 
oules sues ¢ /* c “U wU 8 8 
/* Se Iai ai 91 | S St OT 
- % + = 9% + ee outs ety Jie =2-Ge = Be cn ly aye sali Se ast = eras 
6S6T Te2A 
6S6T JO IO} OBVIDAYV SeTeS Jo 6S6T JO 6S6T Jo 6S6T JO 6S6T JO 
yeH 391g YIM pored 096T JO quad eg BSV | ented TeTIOd | FH PUPS eH SIM HEH Puoses JIeH ISAT 
aq pared | -m09 p96, 30 | AeH Wd | —O8y teeA | —O8V Tex | HM pezed yqim pezed yj pered YIM pered 
-u107) 0961 J0| HH Ia suring au iM aU YA | -WOD O96T JO | -WOD O96T FO | “MOD O9GT JO | -WIOD O96T JO 
Wey 31 (SF te puciL pereduroz pereduiod, WTeH SITY JTeH yITY Jeu WIM JTeH WILY 
—_—__——__—_| soin}ipuedxy 
sexe s10jog yeyidep 
s}yjoIlg jo o7eYy SoLIOJUIAUT woTONporg Jo ayey ssul[Iq 


/- vag ‘po * ae 
9 9 LU 9% 
S OT HL “**T Kupguoy 
qyueurdinbe sO 
tag JUIeS AU “a 
oules sues po ey: 
oT oT ~PO ee) 
eA TT eA TT aU SS. 
“LU "LAU 7O of ba 
ames sues ‘DO Ls 
OT ot c-da es 6 
/- /* ~PO “++ Kkungmon 
sjeyour 
snoLIajuoN 
sstj S HL ag 
0% 1 3% L +O oy 
wu ST TO £8 
02 07 “AU ea 4 
is /- PO “++ Kunguoy 
qyueurdinbe pue 
SOPTYSA IOJOPL 
sures wu aU “SOT 
a IT HL “76 
sWIeS OOT “U ane) 
SZ 07 7-N eee 
07 97 “aU “9 
2% LT 2A LT “aU aS 
8ST 200 ‘po me 
cz | Of “aU eS 
Sf S ‘po suse 4 
wU “AU “LU “++ Kunguoy 
Ayouryoeur 
SUTYIOMT[E} PT 
os OT HL een 4 
J js ““U “+7 Kupguon 
3ul}eoo pue 
Suldurejs [ef 
Atty HL AK. 
/* sUIeS ‘po “9 
sWIeS sues LU wine 
of oT TQ) SH 
js /* AU ae ¢ 
OT oT c-N =< 
ST OT 40) “"y Kupgmoy 
soLIpunoy 
yee3s pue uoIyT 
(penuyuos) 
Satjsnpuy [DOW 
—- © + —- 4 + 
6S6T JO 66} Jo 
JIPH Pues JTeH 1 a4xHIS 
qm pered YIM peared ]e218 Auedurog 
-UI0D O96T JO | -WIOD O96T JO | OdY eperN pue Arjsnpuy 
JTeH Ysa Wee SITY suoljduinssy 
SsIepIQ MON 


(penuyjuod) ssouisng Q961 ,SeluDdwioD sey] BulpinBey suoijpjoedxq sealnoexq 


550 


poled ,.yjo Buyjoos,, Anp-AyyBye AejDH-yO] puokeq pueyxe of 94115 + HL 
poled ,,yo Buyjoos,, Anp-AjyBya AeysD}-340) Bujsnp quewe}y4es O414S —HL 
0961 JO J9y10Nb puores YY juSWIaIHES O%111GS—ZO 


6S61 ‘| J2queAON BuyuuBeq poised jposy 40} s| DIDp suepuodsey—o 0961 40 4044DAb ysiy Uy yuSWEIHVES O414IS—LO 
SUOHDNJONY |DUOSDeS JO} pajsnipp ueeq spy DyOP sjuepuodsey—q 6S6L JO J84DAb Ypnoy uy suEWE}HES 9>14IS—PO 
yuepuodses Aq payiodes eBuns yo julodpius sjuasesdes umoys o1nB}J—s 0961 ‘Aupnupe uy jue} Hes O4}4S—f 
juapuodses Aq papedxe s} eBupy ,jOyUDysqns,, 10 ,,e1qDJep|suod,,—D 661 Jequianeg 40 4jDy puodes Uy jUaWa|HES O>141S—Z- 
juopuodsas Aq popedxe s} eBunyd ,,JJOws,, 10 , 44BIIS,,—S 6S6L Equiereg Jo 4jOY ssay Uy JUoWIE]HES OAS |-d 
aBupyp 40 SSS AEGWEACN JO 4JDY Puodes Uy juOWS|HeS O>4S—Z-N 
apnyuBow BulpupBes uoyouojuy 2y}oeds ou eADB juepuodse !Ajuo eBuny pajedxe yo uoypas1g—/+ SS6 | OQUEAON Jo 41OY Js UY JUOWIE]YES 9>114S— 1-N 
ssouisng 4o Ajjjpuospas 04 enp ejqospdwiod jou s! pyp>q—"s‘2"u 6S6 | 11290} UI jUEWIE}JES 9}111S—"12O 
esuodses OoN—"s"u esuodsed ON—"s"U 
sjoquids 194N10 *Z juoUe}es ex!44s [904s BulpsnGe. suoydunssy *| 


sjoquiAs 04 Aoy 


ST os Si) s LT | ,- he v ot “eu “eu na 
S$ 07 S$ 3) oT iS 9 (4 € “aU ‘su nes 
Say PAs] OT 8 au S oules S Soules § gels 
OT oures 83 sues 0Z aes 8 ames 8 AU LU 9) 
M4 sues pAaT sues os sues sues auIeS aures aes sues HS 
zt | ot S aures AL /* vee f* Ph oT 4 iw) 
“wu 7 Hs a ST 4 x ts 0% L, ! S oe ae ae 
SUES au “aU 02 ST 2 Ch eA L m6 
aules vag paced tag 2UIeS vag vag /* /- S eA Tl “*T Kupguoy 
dTUeZ1IO 
speormeyd 
oules dues PAT LU Ss dUIeS auIes ‘£U swes AU sues ee 
Fg DLs Fhe Ss ee ie eb oD, S Ss south 
eu K\ ph / js a is i A | ee au ‘9 
| pPAVT ewes sues S S /* /* BAL of “"S 
se | * Pe 07 /* /* $8 OL ‘aU au ag 
““U / "LU ““U “AU “LU "LU js /- js /* oe ¢ 
awes /- pAaeT s vag U AU 4U AU ¢ Oi ae 
Ot /* / | ot Ve fj svi}, St 0z / ¢* +] Kupguoy | 
Tues 10UT 
syeormey) 
ay Ag J 8 9 "SIU 0Z "SOU 07% “SIU a cee L 
jee 7x foe \\ YS oures 3°9 9o'FT i! £7 “4U ‘aU a) 
‘au /* pAsT ‘4U oT /* /* 6 8 i [rae “"S 
eu “u yey, om “yu “POE tt yay) “u “CU “"u ig 
4U “U ‘AU LU sues LU AU AU “£U sues ST Ie 
/* auIesS Pay aUIeS aU “U “SIU /* "SIU OT 97, 
aUIes ames /- \ 02 OT ‘SIU BWIeS ‘SIU /- ‘SIU sues “++ Kuvguon 
syonpoid pee] 
-o1 pue poieddy 
saljsnpuy 
s]DJaWUON 
0% ames PAgT 9 ZI ‘AU “AU sues Ot ames OT ce 
“au /* | 0€ oT 14 4u “eu ST ST ST ST ee 
ba | eee i* ot SZ ¢ s s s s s dod: 
J | Ys aures sues ‘AU /* ouIeS /- Vag sUIeS Soe 
Or sues 09 LU “U OT OT aU AU OT OT “++ Kupguion 
syonpoid 
yeyew yemnjzon44s 
“UU LU ‘wU ‘“U LU “AU AU LU eal swes sues “+ *T kupgumoy 
quourdinba 
WUOTLIISIAJOY 
S eures ag sues ST AU UU ‘SIU 8 8 8 ee) 
26 | OT hg v 9€ |e S 2% 61 £ 2% TT za! 0% L 39 
ewes “U eA L SZ 9 swes sues sues auUes SUES sues bay 
00Z| 99 /* v 1x4 fs v 8 € 3 £ "AF: 


551 


oot /* “au au Z ix ix L cSt L st 
sz | * pas] aU /* J /* /* /* aules /- 
in ees is /x v1 pe /™ Le a or ot 
wee it aa au | A / /- /s / S S 
De Us pAIT Uu 8 y ST ¥ St ST 9 
/- Js /- i js ‘SIU AS "SOM /* “SOU /* 
ames /- pPAey 9 €T ““U AU dUIeS S sues aures 
OT aules 9 a! 1 Or co)! /* Or 07 ewes 
aU BUIeS “eu ‘AU / LU Hi “eu “LU “AU aU 
/- /* Pav] “AU “aU ““U 4U “U OL /- | 
/* oures oT S) ®) ¢ S 0Z S eA LT | S 
ames S yeA0’T vu 4U LU OT eu OT eA L etl 
eV sures PAT sues el, 97 ¢ 97 ot 97 S 
Saul JAS / “U 6Z AU aU “U aU or SZ 
37 aUIeS 8Z au st | /* JS /* /* 2% L e% L 
“Ue vag pPAeT aU aures AU “aU awes auIesS sues ouresS 
/* sues S /- sues /- /* /* J sWIeS /* 
eA LT aes aU iS 2% TT eA TI 3% TF 2% TT aA TT 2% TT 
/* sues pPpAoT ouleS sues 29 Or B49 Ot ae) Ot 
aules /- Pia) Ss sures AU “U /* S a aues 
ag OS | £7 VTC OZ | 9T or 8 v0 a 9 
“aU Ss es oUIeS sues $9 9 6 4 £T £ 
ls vA TI S L ‘SIU S) /* ye? ¢ wt & 
"4U awles pAaoy AU /* /- /- aes owes “LU “aU 
A| A a A / i / / js / h 
eis £ S S te AY g sAP ““Uu au 
sues sues par] sues Ss “LU /* SIU Z ‘SOU Z 
UU “U yPAo’T “LU ¢ S /* ¢ /* ¢ /- 
DUIeS os peas] “U auUesS oures sures awies ates sUIeS sues 
Vag awes au “aU Js “U AU SIU iS SOU 4U 
sues J par] sures dUIeS j /* /- J eAl owes 
“aU /* ST au sures 2ST 2ST 2S I eS t 3ST wSt 
oUIeS /* yPAaT “Ue DUIS S S /® [-\ 7% a 
i aules PAeT i a Ve IS S S S S 
aU js “AU “Ub vu ips /- /- /* /* /* 
aules vag / “U Vag vx [| 7 aWIeS /* sues 
ouleS va au s SuIeS rie a i i wt TS oT 
ee SNe ce = he OSE a2) SEP ae SE Se SS aR = Gao = Ga = YS ae sam OMT Sie a 
6S6T Jo eo aeay sayes jo 6S6T J0 6S6T JO 661 JO 6S61 Jo 6S61 JO 6S6T JO 
yeH 3s qq pored 0961 Jo que Jed Bsy | enfed rey]Od | FTWH PuoCvS FeH ISI FIe@H Puosss Je WIM JIPH PUosss JTeH ISI 
WIM pared -0105) 096T JO JIeH ISI —oZy Ie9h —osy reo, YyIM poied WIM pered yy posed Y}IM pered YqIM pared yy pered 
-WI0D 0961 JO JIeH WILY suing euO Yh su YIM -W0D 096T JO | -WOD O96T JO | -WIOD O9GT JO | -UIOD OOG6T JO | -WOD O9GT JO | “AOD O96T JO 
Enea | puerL poredur0D peredur0D HeH 1 FeH ISI HeH sy eH SIM eH WI HEH SI 
——————_| sein}zipuedxq 
sexe] e0jog je1dep 
s}yoig jo a7ey So1IOJUIAUT woTJINpoIg JO 91ey ssull[ig sIapIQ MIN 
(EN|DA 4D|;Op) 


(penuljuod) sseuisng 096] ,seluDdwod sley) Buipsnbey suOlDJOedxXy SeAINIEXy 


HL pice 
CU 9 
'~O “6 
yen "5 
HL eS 
1O wae Z 
I-N “++ kupguon 
sjonpoig 
pele pue tsdeg 
fi eee P 
ZO see ¢ 
VU rd 
Z-N ‘+ +] kupguoy 
sjonpoid poom 
pue tequin’y 
AU 7 
‘po “**T kupgwmod 
sjyonpoid Iay}zee] 
pue Jey}eeT 
cu “+9 
PO laa 
HL yy 
HL ne 
pO ord 
‘po “++ Kupgumoy 
soinjyxyg 
pue oinquiny 
cu "OT 
“U 56 
fe) "8 
“Cu “7 
“U 299 
40) Ss 
“Cu “F 
+6 Ss 
“Vb ard 
“aU “+ * |] fungmoyn 
sjonpoid 
perpuly pue poo 
fi * *g 
ESI Shlh ee 
aa “9 
v6 "2 5 
HL ~~ ¥, 
eu ¢ 
ru rd 
~PO “**] kupguod 
s[elie} eur 
wolqONIysuo_D 
(penuyuod) seliy 
-Snpu] sjpjouUONy 
eS 
[2293S Aueduio; 
ynogy 2pew pue Aq}snpuy 
suofduinssy 


552 


6S61 ‘| 49queaon BujuuBeq poled jposy 40} si DJpp syuepuodsay—py 
SUOHDNJINY jDUOSDeS JO} pajsnippD useeq spy DJOp sjuepuodsay—q 
yuepuodsei Aq pejyiodes eBups jo yulodpiw sjueseuday uMOYS 94NBIj—es 
juapuodses Aq pejoedxe si eBupyo ,joyUDisqns,, 10 |,8;qD1episuoy,, —> 
juspuodses Aq papedxe s} eBupypd , jjows,, 10 ,.44B1S,,—S 
eBupys jo 
epnyiuBpW BulpinBe. uoDwsoyu! ay!9eds ou sApB juspuodsei !Ajuo eBunys payedxe jo uoyse11qg—/+ 
ssouisng 40 Ajljouospes 0} ENP a;qQD4sDdUIOd Jou s| Djoq—"s'd"U 
esuodses ON—"s"U 


sjoquids 19 *Z 


poled yo Buyjoos,, Anp-AyyBie Asyipjy-yyp] puokeq puajyxe of ex1yS + HY 
poiied yo Buyjooo,, App-AyyBye Aayiny-j10) Bulinp juswejyjes ax14yg —HY 
O96 JO 4941DNb puodas ul jueWa}JES B4111S—Z7H 

O96 JO JejDAb ysy ul sueWaiyas Bx1IS— 1H 

6S6L 40 Je4DNb Yyyinoy UL yusWEes Ex1IGS—PH 

O96| ‘AiDnune uy yuowaes ox1445—F 

6S6| ‘@equiessg jo 4jDY puosas u! jugMIa}YWeES O4113GS—Z-q 

SSL ‘Wequiesed Jo 4[DY Isay Uy JuBWALYES O>114S—|-q 

6S6L ‘I9QUISAON JO JOY puodes Ul yuBWEYaS Ox114;5—Z-N 

6S6L ‘SOQWaAON Jo 4DY 4suy Uy JUSWO}YES O4114G— | -N 

6S6L 14990490 Ul JUOWAI Yes Ox11446—"}9O 

esuodses ON—"s"U 


{USWID}}JES Bx14s [804s BulpsDBes suoyduinssy *| 
sjoquds oj Avy 


> 
ae 


/ 
/* 
Of 
n he 
OT 
8 


pre 
Re 
= 


“u 1Z zz aU 


“AU je 


peaoT 


Win 


“SVU 
‘SU 
"AU 


“LU 


‘AU 
“LU 


ames 


a nas 


“AU 


eee 


c “"u ¢ “Tu “+9 
£ 07 | € 07 ~O ies 
/- J aUIeS / au “9 
/* y* ST OT 1-N eS 
sues owes aules / HL “°% 
ie i of 02 ‘4u ‘ee 
ouIeS 6 auIes Z AU Pr 
AU ‘“U OT Gi “LU “ "7 Kupdmoy 
syonpoid 
Tt 919 xXoL 
sures 07 sures 07 HL 40 
L ¢ “aU £ 70 "g 
““U “AU js /s ‘po oe “i 
“ Ss pu OL 6 “9 
a pay ao, OL HL ors 
sues js ames Ss AU ey 
As js OL ames “CU ae Sigs 
OT OT vA CL eA Tl aU EBC 
Ot OT SZ SZ au “"* kupguog 
syonpoid taqqny 
in i 0% L 2% L, HL eG 
owes ¢ AU LU 76) Sy 
awuesS ewes “eu LU 20 sch 
U AU swIeS ¢ T-N tig) 
- ¢ eu eu ays ar 
auIeS P LU AU “4 pussy 
ae % yay) aRoserh ¢ 90 “¢ 
cig i ie) x4 
pe /* - ¢ “U - | Kupguoa 
suruyer 
uIne]01}2g 
“SOU ¢ "LU ¢ 76) oe OT 
“59° S “S94 ¢ "0 6 
“LU / "LU S “AU . 8 


553 


554 


expect their new order receipts in the coming six months 
to exceed the bookings of the comparable period in 1959, 
wide gains are not generally expected. Of the companies 
specifying the extent of their anticipated increase in 
orders, two out of three feel that the total dollar value of 
orders received in the first half of 1960 will exceed that 
of 1959’s first half by less than 15%. Furthermore, still 
smaller gains are forecast when prospective first-half- 
1960 orders are compared with those of the second half 
of 1959, most firms explaining that second-half-1959 
orders showed improvement over those of the preceding 
six months. 

Some executives add that they expect the upward 
trend in their companies’ new orders to persist in the 
months ahead, although not so vigorously as hereto- 
fore. Typical of this group is the comment of the indus- 
trial machinery producer who states: “Bookings in our 
operations increased noticeably during 1959. We expect 
this trend to continue, but the increase is expected to be 
at a slower rate during the first half of 1960.” 

Dollar billings for the first half of 1960 are expected to 
show an upward trend roughly parallel to that of new 
orders, according to the majority of responding execu- 
tives. In all, 77% of this month’s respondents foresee an 
increase in billings for the coming six months over the 
levels reached during the first half of 1959. Eleven per 
cent expect billings to be under the levels of a year ago, 
and 12% predict no change. As in the case of new 
orders, a somewhat smaller proportion expect their bill- 
ings total for the next half year to exceed that of the 
second half of 1959; '70% reply that billings will increase, 
10% predict a decrease, and the remaining 20% expect 
to continue at their current rate. 


PRODUCTION: WAITING FOR STEEL 


In line with the expected uptrend in new orders and 
billings, more than three fourths (78%) of the companies 
surveyed foresee an increase in their production rates 
during the first half of 1960 as compared with the rate 
attained during the first half of 1959. Another 12% ex- 
pect to reach the same level of activity as a year ago, 
with the remaining 10% predicting a decline. Similarly, 
when production plans for the first half of 1960 are com- 
pared with second-half-1959 rates, 74% of the respond- 
ents expect to show an increase, 11% a decrease, and 
15% no change. 

Steel companies and some steel-consuming firms indi- 
cate that the favorable outlook for production in the 
first half of 1960 stems at least in part from the influ- 
ences of the steel strike. A number of metal-product 
companies report that shortages of steel have forced 
them to curtail production during late 1959 despite 
orders on hand. These firms expect to make up for 
production losses during the first half of next year. Also, 
first-half-1960 comparisons will be enhanced to the 
extent that their output suffered this year. In fact, a few 
companies note that the aftermath of the steel strike 
will help push their production rate for the first half of 


Company’s Rate of Production: First Half, 1960 
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1960 above the levels attained in either half of 1959. 
One machinery producer comments: 


“Since our rate of production has been adversely affected 
by the steel strike, we expect that our rate of production in 
the first six months of 1960 will exceed the first and second 
halves of 1959. Our order backlog has risen substantially; 
hence, our rate of production will be at a very high level as 
soon as adequate supplies of steel are available.” 


INVENTORIES: MIXED OPINIONS 


Fifty-seven per cent of the companies surveyed report 
that their dollar investment in inventories is greater 
than it was one year ago. Another eighteen per cent 
write that their dollar inventories are roughly equal to 
year-ago levels, while one firm in four has reduced its 
inventories during the past year. These proportions are 
roughly applicable both to the metal-product com- 
panies and nonmetal-product companies participating. 

Some firms indicate that their currently higher inven- 
tories reflect stockpiling “in anticipation of shortages 
due to transportation, suppliers’, and other strikes.” 
And a few metal-product firms report ‘somewhat 
swollen inventories resulting from protecting our cus- 
tomers against the effects of the steel strike.”’ Another 
contributing factor, mentioned by a few machinery 
producers whose current inventories are larger than 
they were a year ago, is “a substantial amount of 
finished goods on hand for steel industry customers, 
which has not been shipped because of the steel strike.” 


BUSINESS RECORD 
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The improvement in sales experienced during 1959 by 
many companies is another cause of rising inventory 
levels. Thus, while 57% of the respondents report an 
increase in dollar inventories in the past year, only 28% 
report an increase in inventories expressed as a per cent 
of sales. Twenty-one per cent state that their inven- 
tories relative to sales have remained approximately the 
same as a year ago, and just over one half (51%) note 
that their inventory-to-sales ratios have declined over 
the past twelve months. Some of these last-mentioned 
companies report to the effect that “our dollar inven- 
tories are up as compared with last year, but they are 
down in comparison with our sales volume.” 


Expected Inventory Trends 


Although 53% of the responding firms predict a 
build-up of dollar inventories during the first half of 
1960, 26% expect to hold their inventories constant and 
21% foresee a decline in their inventory investment. 

That the steel strike has had its effects on inventory 
plans can be seen from the fact that six out of ten 
metal-product companies intend to add to their inven- 


Company’s Inventory Investment: Present Level 
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tories in the six months ahead, but only four tenths of 
the participating nonmetal-product companies plan a 
similar course of action. 

Inventory dislocations reported as stemming from the 
steel strike are of two sorts. Some metal-product com- 
panies write that they stockpiled steel in anticipation of 
the strike and will work off these inventories in the com- 
ing six months. Some indicate that they have run short 
of steel owing to the strike and will have to rebuild their 
inventories when steel is again in ample supply. One of 
the latter companies, a machinery manufacturer, notes 
that “‘as we receive quantities of steel our raw material 
inventory will increase and as our rate of production 
goes up our work-in-process inventory will also increase.” 

Finally, some of the expected inventory build-ups are 
attributed to recent expansions in plant capacity re- 
quiring “adequate working inventories.” 


A LOOSENING OF PURSE STRINGS 


Almost half (48%) of the responding companies ex- 
pect their rate of capital expenditures in the first half of 
1960 to be higher than was the average for 1959. An- 
other 29% intend to maintain their 1959 rate of capital 
spending through the first half of 1960, while 23% fore- 
see a decline in capital expenditures in the forthcoming 
six months. This predicted upswing in capital spending 
is a direct outgrowth of expectations for increased busi- 
ness by many firms. As the president of an iron foundry 
states: “Capital expenditures over this past year have 
been kept to a minimum, as our business was not on a 
sufficiently healthy basis to risk them. We hope to step 
them up considerably after the first of the year.” 

Similarly, a number of the companies note that their 
plans for heavier expenditures call for plant expansion 
and replacement programs which have been postponed 
and are now overdue. Typical is an electrical equipment 
manufacturing firm whose president states that “our 
rate of capital expenditures will increase in the first half 
of 1960 compared with the average rate for this year, 
because of the necessity for certain urgent expenditures 
which have been deferred by the recession extending 
over the past two years.’ Other respondents expect 
their capital expenditures to increase, “owing primarily 
to scheduled equipment replacement.” 

Most of the companies that expect a decrease in their 
rate of capital expenditures attribute it to the recent 
completion of programs of expansion and replacement 
of capital facilities. 


A COST-PRICE SQUEEZE? 


Two thirds of the replying companies predict that 
their profits before taxes for the first half of 1960 will be 
larger than those earned during the first half of 1959. 
Another one fifth expect to equal their first-half-1959 
profit performance, and only one out of eight believes 
its earnings will be poorer during the six months ahead. 

Most of the expected gains are of modest proportions 
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Company Pre-Tax Profits: First Half, 1960 Compared 
with First Half, 1959 
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(see table), although a few companies that experienced 
losses in the first half of 1959 predict that they will be 
moving back to profitable operations in 1960. 

Despite the prevalence of optimism in regard to 
orders, billings, and production in the first half of 1960, 
many respondents caution against excessive optimism 
about profits. They predict that rising costs, coupled 
with keen price competition resulting from overcapac- 
ity and the effects of defense contract cutbacks, will 
exert a restraining influence on profits in the months 
ahead. In some cases, even though profits in total will 
increase, profit margins will be narrower. 

Because of these factors, a machinery producer, while 
predicting an increase in the first half of 1960 from his 
profit levels of the same period in 1959, goes ‘on to say 
that “unfortunately, we do not anticipate that 1960 
profits will reach the 1957-1958 level.” 

Still bleaker is the outlook of one rubber firm whose 
president predicts a 10% to 15% increase in new orders 
and billings but a decrease in profits. He adds: ‘““We 
expect increased competition to hold down prices for our 
products at the same time as costs of raw materials and 
labor inevitably increase.” 

On the other hand, some firms surveyed expect to 
show profit improvement in the forthcoming six months, 
partly owing to greater efficiency in their operations. 
The president of one of these firms, an electrical equip- 


ment manufacturer, states: “Our profits before taxes — 


are estimated to increase in the first half of 1960 owing 
largely to increased volume and to lower costs obtained 
through the introduction of standards for all operations 
in our plant on which we have made very good progress 
this year.” 


A HAZY CRYSTAL BALL 


This month’s survey participants caution that the 
uncertainty surrounding the effects of the steel strike 


makes predictions of their business prospects especially 


difficult at this time. Nevertheless, most respondents 
end on an optimistic note. One metalworking executive 
writes: 


“Any figures we estimate can only be considered a very 
rough guess at this time, since there are many variables 
involving price, labor, and material cost changes as well as 
shifts taking place in our own product mix. At the moment 
we feel that 1960 as a whole will be considered a good year 
saleswise and at least a fair year profitwise.” 


SorrELL M. Matues 
G. CLtark THOMPSON 


Diwision of Business Practices 


Business Bookshelf 


Operations Research—An annotated bibliography of published 
literature on operations research to the end of 1957. By 
James H. Batchelor. St. Louis University Press, St. Louis, 
Missouri, 1959, 865 pages. $10.00. 


The Copywriter’s Guide—Thirty advertising professionals dis- 
cuss various aspects of advertising practice, including art 
and layout, production, research, marketing, new product 
introduction, and agency management. Edited by Elbrun R. 
French. Harper & Brothers, New York, 1959, 536 pages. 
$11.95. 


Handbook for Industry Studies—A handbook prepared “for re- 
search workers without extensive experience in conducting 
industry studies to minimize the risk of overlooking or 
slighting important aspects of the functioning of an indus- 
try.” By Everett E. Hagen. The Free Press, Glencoe, Illinois, 
1958, 89 pages. $3.50. 


Handbook of Automation, Computation and Control: Volume Il, 
Computers and Data Processing—Volume II of this three- 
volume series is written for the technologist as a reference 
handbook. It deals with various aspects of computers and 
data processing such as programing and coding, the design 
of business systems, computer components and basic cir- 
cuits, and input and output equipment. Edited by Eugene 
M. Grabbe, Simon Ramo and Dean E. Wooldridge. John 
Wiley & Sons, Inc., New York, 1959, unpaged. $17.50. 


Bank Credits and Acceptances—This is a revised edition of a 
standard work on the use of sight and acceptance credits in 
international trade. The expanding role of the commercial 
banker is discussed in this connection, and there is a full 
analysis of current international commercial credit rules. 
Specimen forms used in various commercial credit transac- 
tions are included. By Wilbert Ward and Henry Harfield. 
The Ronald Press Company, New York, fourth edition, 1958, 
277 pages. $7.00. 
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Strike Effects on Selected Industries 
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PERSPECTIVE ON THE STEEL STRIKE 


TH the steelworkers back at work, at least 

for the duration of the injunction period, some 
effects of the steel strike may now be examined 
in perspective. 

The impact of the walkout appeared promptly in 
industries directly related to the production and dis- 
tribution of steel; steel consumers as a whole were not 
substantially affected for about three months, because 
of ample stocks built up prior to the strike. 

Two examples of the former case are the railroad and 
coal industries. Freight carloadings (seasonally adjusted) 
ran about 16% below prestrike levels during the walkout 
(see chart). The loss in carloadings owing to the strike 
amounted to an estimated 2.7 million cars through 
November 7, or about 163,000 cars weekly. Coal output 
was also adversely affected, declining 23% from June to 
July; a partial recovery in recent months still left the 
October production rate about 12% below that in June. 

Among steel consumers, metal fabricating operations 
showed little or no effect until late October. Output in 
the transportation equipment group fell only 5% from 
June to October; steel shortages finally curtailed activ- 
ity sharply in November. At the same time, sales con- 
tinued above prestrike levels through September and 
evidently into October as well, while inventories de- 
clined about 2% (see chart). 

Among other metal fabricating groups, machinery 
activity showed no reflection of the strike; production, 
sales and inventories were running above June levels 


virtually throughout the strike. Manufacturers of fab- - 
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ricated metal products generally maintained stability 
in sales volume, but inventories had fallen about 8% by 
September, and doubtless fell further in October. 

Steel inventories held by metal fabricators were 
reduced by about 12 million tons (twice the build-up 
of the first half of 1959) before output was cut back 
materially. Assuming accumulation at the record rate 
of 4 million tons that was experienced in the second 
quarter, it would take until late 1960 for fabricators to 
reach the inventory levels that prevailed immediately 
prior to the strike. (There is no assurance that inven- 
tories will be rebuilt to such a level, of course, but it is 
worth noting that the prestrike level was no greater 
than at the beginning of 1958.) 


STEEL STRIKE COMPARISONS 


Although the 1959 steel stoppage was the longest on 
record, metal fabricators’ sales following the strike were 
generally better maintained than in 1952 and 1956. 
September sales of transportation equipment manufac- 
turers were 1% above those in June, while declines of 
5.5% and 12% occurred in similar periods of 1956 and 
1952. Similarly, machinery sales were approximately 
3% above the prestrike rate—about the same perform- 
ance as in 1956, but above the 0.5% rise recorded in 
1952. Dollar volume among producers of fabricated 
metal products stood about 2% above levels prior to 
the walkout; sales declines of 7% and 4% were suffered 
in 1956 and 1952. 

These favorable comparisons can be partially ex- 
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Three Steel Strikes—Their Impact on Metal Fabricating Activity 
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MONTHS: FOLLOWING STRIKE 
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Strike Impact on Metal Fabricating: Third-Quarter 
Output Maintained Despite Record Inventory 
Liquidation 
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How the Strike Affected Labor: Secondary Effects 
Were Accelerated in October 
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plained if the timing of the strike is related to the 
business cycle. The 1959 strike occurred in an earlier 
phase of cyclical expansion (fifteen months after a 
trough in business activity), while the 1952 and 1956 
strikes started after thirty-one and twenty-three months 
of economic expansion. This suggests a greater under- 
lying strength in business conditions than was available 
in the two previous strike periods. Although gross 
national product declined almost $6 billion in the third 
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N IMAGE of gently fluctuating prices portrayed 
in aggregate price indexes fails to reflect the 
activity occurring among items and groups. Over 

the past few months, price activity, at both wholesale 
and retail levels, appears to be concentrated in the food 
group, while the composite picture of other commodities 
shows very little change. (This does not hold true for 
the spot commodity index where both groups are 
volatile.) A closer view of recent below-the-surface 
activity will highlight some of the price-making in- 
gredients and show the extent of their influence in the 
composite indexes. 


Food: The Seasonal Factor Plus 


The seasonal movement of food has been partly 
obscured this year by weakness in several components 
of the index. As can be seen in the chart, prices generally 
have been much lower in 1959 than in 1958. Three 
major subcomponents have been responsible for weak 
food prices—these are meat, poultry and fish, fruits and 
vegetables, and other foods at home. In the chart, 1959 
prices for these three groups are shown as percentages 
of 1958 figures. With few exceptions, these indexes 
appear lower than their comparable figures for last year. 

Higher meat prices early in 1959 mainly reflect the 
relative position of cyclical elements in the two years. 
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Prices: A Combination 


of Ingredients 


Hog prices, reaching their cyclical peak in 1958, did 
not start to slide until after the first of 1959. The 
downward trend has continued, however, keeping pork 
cuts on the bargain counter since the beginning of the 
year. Prices, up briefly in August, were reflected in 
costlier pork at retail in September, but end-of-year 
seasonal declines have brought them down again. 
Recent estimates by the Department of Agriculture 
indicate that hog slaughter will be almost as heavy 1 in 
1960 and prices correspondingly low. 

With the build-up in cattle population easing off, 
beef production appears to have reached its cyclical 
low, and prospects for a gradual transition to increased 
marketings and a slow decline in prices are forecast for 
1960 by the Department of Agriculture. Beef prices 
have remained high throughout the first nine. months 
of the year. 

Prices of fruits and vegetables are running below last 
year’s levels, when damaging weather reduced crops 
and hiked prices. Relatively higher third-quarter prices 
largely reflect differences in seasonal peak months in 
the two years, with peak prices being reached earlier in 
1958 than in 1959. An additional factor is that vege- 
table crops are running 12% below 1958 levels in 
the final quarter, so that vegetable prices are likely to 
continue to be high. 

Contributing to lower prices in the “other food” 
category are continued declines in the coffee index and 
the collapse in egg prices. Although wholesale egg 
prices have recovered from their lows of last spring, 
their seasonal peak in September was still 13% below 
last year’s top price. 


Nonfood—Activity Below Index Surface 


Nonfood commodities, more sluggish in their com- 
posite price movements, reveal many groups and items 
with substantial price changes, in many cases with sea- 
sonal elements to some extent responsible. Thus the 
change of seasons as the year nears its end normally 
creates higher prices for heating fuels and apparel, 
while lumber costs decline. Such movements can be 
seen in the chart, although the seasonal upswing of 
heating fuels as it is measured in the wholesale fuel, 
power and light index is partially hidden by fairly 
steady electricity rates and mixed activity in petroleum 
and products. Prices for lumber, since they are closely 
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tied with construction activity, are naturally affected 
by business conditions as well as by seasonal fluctua- 
tions. Although the seasonal decline began earlier this 
year, 1959 is considered a better year than several 
recent years. For example, in the peak of the season 
wholesale prices for this commodity group averaged 7% 
higher in 1959 than in 1958. 

The 1960 cars have entered the market with very 
few price increases and with some models showing 
prices under those for 1959 cars. However, despite this 
steadiness in list prices, the absence of heavy discounts 
may result in retail price increases higher than those 
for the comparable period last year. 


Nonseasonal Moves in Other Active Commodities 


Although the price index for wholesale rubber and 
rubber products shows a substantial decline over the 
last quarter (August was the lowest point reached for 
this index in over four years), crude natural rubber is 
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in critically short supply and prices have advanced 
sharply. Intentions announced by the United States 
and the United Kingdom to release stockpiled natural 
rubber temporarily eased the rapid price rise in October. 
However, stockpiled rubber represents only a small 
portion of the world’s consumption needs. A more 
significant factor tending to aggravate the already 
critical supply situation is the growing share of pur- 
chases made by the U.S.S.R. and Communist China. 
Crude natural rubber prices in September were 13% 
over June figures. Prices of synthetic rubber, however, 
have remained steady for several months, as have 
most rubber products, except tires, which dropped more 
than 11% in August because of reported reductions in 
production costs due to increased volume. These move- 
ments have more than offset strength in natural rubber 
prices. 

Third-quarter cattle hide prices have steadied con- 
siderably after their spectacular gains during the first 
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Dispersion of Price Movements in Three Indexes 
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part of the year. Prices for hides have been declining in 
recent months as leather buying in the shoe industry 
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slackened. High leather prices during much of the year, 
however, have been felt at the retail level and footwear 
prices gained 6% over September, 1958, prices. 

Other major price movements in the third quarter 
occurred in the tobacco and bottled beverages index 
and in that for miscellaneous groups. Price increases 
were made in July in alcoholic beverages. Declines in 
manufactured animal feed prices affected the miscel- 
laneous commodities group. 


Strikes Bring Shortages and High Prices 


If the steel strike resumes at the end of January, 
supplies are likely to decline since it will take mill output 
more than three months to catch up with the heavy 
demand. Scrap prices have reacted to short supplies and 
reflect steel users’ optimism as to production expansion 
once the strike has ended. In the spot commodity index, 
the price for No. 1 heavy melting steel scrap has jumped 
more than 28% above the prestrike figure in June. This 
increase has led the metals group of the spot index, as 
the chart indicates. 

Copper scrap, too, is scarce as strikes plague the 
industry. Sudden increases in October spot prices, up 
16% since June, after some months of relatively little 
fluctuation, have occurred because of shortages or 
anticipated shortages. In early November prices re- 
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EXPORT-IMPORT GAP: ROLE OF FARM PRODUCTS 


chandise have run substantially above imports. 

In the postwar period, exports exceeded imports 
by 50%, or by an annual average of some $5.0 billion. 
While exports continue to run ahead of imports, the gap 
between them has narrowed considerably over the past 
two years, reflecting, on the whole, sluggishness in ex- 
port demand and buoyancy of imports. 


THE EXPORT SURPLUS SINCE 1955 


ISTORICALLY, United States exports of mer- 


The export surplus widened substantially during 1956 
and 1957, largely owing to the closing of the Suez Canal 
which temporarily made the Western hemisphere the 
prime supplier of oil to Europe. From 1955 to 1957, ex- 
ports rose from $15.4 billion to $20.7 billion, an increase 
of one third; and the merchandise export balance ex- 
panded from $4.1 billion in 1955 to $7.8 billion in 1957, 
one of the largest figures in United States trade history. 

Aithough United States prices were rising fairly 
steadily during this period, price changes were only a 
secondary element in the expansion of the export sur- 
plus. A weighted index of United States export prices 
rose 7% from 1955 to 1957, while import prices rose 2%. 
If price influences were removed, the export surplus 
would have risen about $2.6 billion between these two 
years, instead of $3.7 billion, and the export-import gap 
in 1957 would have been $6.7 billion. While a large pro- 
portion of the export gain in these years was abnormal, 
the increase in imports was primarily a function of 
normal growth in United States demand, improved 
foreign supplies, and attractive foreign prices. 

A significant decline, amounting to about 15%, oc- 
curred in United States exports in 1958, reflecting chiefly 
a return to more “‘normal”’ trade conditions (a secondary 
influence may have been some slowdown of economic 
activity abroad). The quantity of United States im- 
ports rose 4% from 1957 to 1958, but their value de- 
clined slightly because of lower prices. For 1958 as a 
whole, the export-import relationship for merchandise 
was relatively normal, based on postwar average rela- 
tionships; but the trend in the trade balance within the 
year was clearly against the United States. 

Based on data for the first three quarters of 1959, to- 
gether with current indications for the remaining three 
months, exports this year may be in the neighborhood 
of 1958’s total of $17.7 billion. Imports? are likely to 

1 As used here, the terms “exports” and “imports” refer to mer- 
chandise only. Exports represent exports of domestic merchandise and 
include military shipments. Imports are imports for consumption 


2 Export and import prices have remained virtually unchanged 
from 1958 to 1959 
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reach at least $15 billion, or some 20% above 1958. The 
export surplus this year may thus total about $2.5 bil- 
lion, 50% below the 1958 surplus, and, in absolute 
amount, the smallest surplus since the 1950 total of 
$1.4 billion. In relative terms (7.e., as a proportion of 
total trade), the estimated gap for 1959 is nearly as 
small as that in 1950, and among the smallest in United 
States trade history. 

Significant shifts have also occurred in the composi- 
tion of U.S. imports and exports. One of the more dra- 
matic trends underlying the movement of the mer- 
chandise trade surplus has been a steep rise in imports 
of finished manufactures, from $1.9 billion in 1951 to 
about $5.0 billion in 1959; this increase contrasts with a 
decline in imports of crude materials from $3.4 billion 
to approximately $3.1 billion. As a proportion of total 
imports, finished manufactures have risen from 18% in 
1951 to 34% in 1959, while imports of crude materials 
have declined from 31% of the total to 21%. This longer- 
term trend has persisted in recent quarters: the rise in 
imports of finished manufactures has accounted for 
nearly one half of the $2.5-billion rise in total imports 
from 1958 to 1959. 

Sharp declines in imports of crude rubber and wool 
(unmanufactured), both agricultural products, are 
largely responsible for the decrease in the relative im- 
portance of crude materials in the total imports figure. 
Imports of crude rubber fell from some $800 million in 
1951 to some $375 million in 1959, while shipments of 
wool into the country dropped from $700 million to 
about $225 million. Thus the combined annual imports 
of these two crude materials amount to nearly $1 billion 
less today than they did eight years ago. Substantial 
contractions in both quantity and prices underlie the 
decline in the dollar value of these two imports. The 
shrinkage in United States demand for foreign rubber 
and wool arises principally from the increased use of 
their synthetic substitutes. 

The composition of exports, by economic class, has 
changed less markedly than imports over the past ten 
or fifteen years. However, there has been an increase in 
the relative importance of semimanufactures and a de- 
cline in the relative importance of crude materials. 


AGRICULTURAL VS. NONAGRICULTURAL PRODUCTS 


Based on figures for the first three quarters and ex- 
pectations for the remaining quarter, agricultural ex- 
ports in 1959 will total about the same as last year, 
while nonagricultural exports may be off slightly. 
Imports of both groups have shown a decided uptrend. 
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Nonagricultural imports have exhibited a comparatively 
sharp expansion thus far this year; they are likely to 
reach an all-time peak, some 25% above 1958. Agricul- 


The Export-Import Gap: 
Agricultural vs. Nonagricultural Products 
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tural imports for 1959 seem to be headed for a figure 
of about $4.2 billion—which is 8% above 1958, but 
nearly 20% below the record of $5.2 billion set in 1951. 

Failure of total agricultural exports! to show any gain 
this year is related to the market for one commodity — 
cotton. Foreign demand for most farm products, par- 
ticularly wheat and other grains and fats and oils, has 
strengthened this year, but cotton exports dropped 
some 55% in the first three quarters of 1959 as compared 
with the comparable period of 1958. Although a sub- 
stantial recovery is expected in the fourth quarter, 1959 
cotton exports will still fall below those in 1958 by some 
35%; exports of farm commodities excluding cotton are 
expected to enjoy a 5% to 10% rise. If cotton exports 
had shown the same degree of buoyancy displayed by 
other farm products, agricultural exports for 1959 
might have totaled $300 million higher than the 
indicated actual total. 

The situation in nonagricultural exports is not so 
tightly related to the behavior of any single commodity. 
Declines in exports of aircraft, coal, industrial machinery, 
iron and steel-mill products, petroleum products, and 
textile manufactures have been accompanied by off- 
setting gains in chemicals, automobiles and parts, agri- 
cultural machinery, and wood and paper. The $300- 
million decline in cotton exports in the first three quar- 
ters of this year is roughly equivalent to the combined 
decline in exports of aircraft, coal, and iron and steel- 
mill products. 

Imports of most commodities have risen this year. 
The largest increases among agricultural commodities 
were experienced by rubber and meat. Although part of 
the rise in rubber imports stems from higher prices, 
there has also been a sizable increase in quantity in re- 
sponse to expanded United States demand, particularly 
for tires. The upturn in the value of meat imports repre- 
sents primarily increased quantities particularly of beef 
and veal, owing mainly to plentiful foreign supplies and 
domestic shortages resulting from building up cattle 
numbers. 

Among nonagricultural commodities, the most pro- 
nounced import gains in 1959 were in automobiles and 
parts and iron and steel-mill products, reflecting in- 
creased consumer interest in foreign cars and the steel 
strike, respectively. 


FARM PRODUCTS AND THE TRADE GAP 


Agricultural commodities have accounted for one 
fourth of total United States exports and one third of 
total imports in the past decade. While their influence on 
the foreign trade balance is not so great as the larger 
nonagricultural component, it is nevertheless substan- 
tial. Foreign trade in agricultural products was responsible 
for over a third of the $3.7-billion rise in the export- 
import gap from 1955 to 1957. In this period, exports of 

1 For a more detailed account of foreign trade in agricultural prod- 


ucts, see “Agricultural Exports in Perspective” in the October, 1959, 
Business Record 
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farm commodities rose $1.3 billion, with virtually no 
change in agricultural imports. Actually, two crops— 
cotton and wheat—accounted for three fourths of the 
rise in farm exports in these years; cotton alone ac- 
counted for nearly half. 

Agricultural products also accounted for almost one 
fourth of a $1.7-billion decline in the quarterly export 
surplus from the second quarter of 1957 to the first 
quarter of 1959. (In that two-year period, the quarterly 
agricultural balance shrank from a $230-million export 
surplus to a $180-million export deficit.) Exports of farm 
products strengthened in the second and third quarters 
of this year. Since farm imports have held fairly steady 
in 1959, the farm export deficit has decreased moderately 
since the first quarter. 

A further upturn in farm exports is indicated for the 
final quarter of 1959, primarily because of an expected 
continuation of the improvement in cotton exports that 
began in September. Improvement in the export de- 
mand stems from increased textile activity abroad, de- 
pletion of foreign cotton stocks, and, perhaps most im- 
portantly, reduced export prices for cotton which be- 
came effective in August. 

Based on data for the first three quarters and expecta- 
tions for the final quarter, total annual exports of farm 
products in 1959 should be in the neighborhood of last 
year’s figure of $3.9 billion. Imports of farm products 
may be approximately $4.2 billion, about 8% above 
1958. This would mean a deficit in agricultural trade of 
about $350 million. Unlike nonagricultural trade, where 
exports virtually always exceed imports, exports of 
farm products have generally been smaller than 1m- 
ports. In the past thirty years, farm exports exceeded 
imports only in the war and immediate postwar years, 
and in 1956 and 1957. 

Agricultural trade has had a smaller impact on the 
narrowing of the total export-import gap in the past two 
years than it had on the expansion of the gap from 1955 
to 1957. The export surplus in total trade dropped from 
$7.8 billion in 1957 to $2.5 billion in 1959, while the 
balance in agricultural commodities fell from a $550- 
million surplus to a deficit of about $350 million. Trade 
in agricultural commodities has therefore accounted for 
about one sixth of the $5.3-billion contraction in the 
total export balance from 1957 to 1959. 

By historical standards, the size of recent import sur- 
pluses in agricultural merchandise has been relatively 
small. In 1958, the import balance was negligible, and in 
1959 it is estimated at only $350 million, representing 
merely an 8% excess of imports over exports. From 1950 
to 1955, imports of farm products exceeded exports by 
33%, or by an average of $1.1 billion annually. On the 
average, agricultural imports were 35% higher than ex- 
ports for the years 1925 to 1941. 


Government Programs and Farm Exports 


Government programs have provided an important 
impetus to farm exports since World War II. From 1946 


through 1949, when farm exports in each year were 
significantly higher than farm imports, about 60% of 
the exports moved under government-financed pro- 
grams. As agricultural output abroad expanded, foreign 
aid programs were curtailed and farm exports showed a 
steep decline in 1950. After a burgeoning in 1951 in re- 
sponse to the Korean crisis, they turned down again in 
the second half of 1952 and continued to decline 
throughout the first half of 1954. In each year from 1950 
through 1953 there was an export deficit of at least 
$1.0 billion. 

In June, 1954, Public Law 480 was passed, providing. 
for sales of farm surpluses for foreign currencies, famine 
and other emergency relief, foreign donations and 
barter. Farm exports rose moderately in the second half 
of 1954 and in 1955 while the export deficit receded. 
Pricing of farm exports below domestic market prices in 
1956 and 1957, to make them competitive in world 
markets, strongly stimulated overseas shipments of 
farm products, particularly cotton. The $600-million 
gain in cotton exports from 1955 to 1957 represented 
one half of the rise in total agricultural exports. By 
1958, United States export prices of cotton were run- 
ning ahead of foreign prices and acted as a strong deter- 
rent to exports last year and in most of 1959. The in- 
crease in subsidy payments to cotton exporters from 
614 cents per pound to 8 cents, effective August 1, 1959, 
is expected to induce a substantial expansion of cotton 
exports in the months ahead. 


Surrey S. HorrmMan 
Division of Business Analysis 


1 Primarily direct grants and loans 


Perspective on Steel Strike 
[Continued from page 559] 


quarter, final demand (GNP less change in business 
inventories) rose $5.5 billion. 

Total wage losses resulting from the strike came to 
over $1.2 billion by early November. Steelworkers lost 
about $975 million through November 4, or about $59 
million weekly. Payroll losses of workers in related 
industries was $260 million; over one half of this loss 
was suffered in the period from October 14 to November 
4, as the rate of secondary layoffs quickened. 

A million workers were estimated to be out of work 
because of the strike before the Taft-Hartley injunction 
went into effect. About half of the total involved sec- 
ondary layoffs, which helped to boost unemployment 
to 4,168,000 in October (seasonally adjusted) from 
3,887,000 in September. (Steelworkers themselves are 
not considered unemployed in this series, unless they 
look for other employment.) 

Jack RuBinson 
Division of Business Analysis 
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THE STEEL STRIKE AND UNEMPLOYMENT RESERVES 


an extra burden on state unemployment insurance 
funds that could least afford it and on the separate 
federal fund for railroad workers which was already 
paying benefits out of borrowed money. The three 
states that have suffered most severely from the impact 


Siesta bn layoffs owing to the steel strike put 


of unemployment on industries dependent upon steel—_. 
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Michigan, Pennsylvania and West Virginia—were also 
among the states that were hardest hit by the 1957-1958 
recession. In fact, their reserves for unemployment 
benefits were so depleted in the course of the recession 
as to make them eligible for loans from the federal 
account. Michigan and Pennsylvania actually received 
loans: $113 million to Michigan in August, 1958, and 
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$96.4 million to Pennsylvania in April, 1959, with an 
additional $15.6 million promised as soon as available. 
Through the end of September, however, it had not 
been necessary for either state to use any part of the 
loan. 


Few Strikers Eligible for Benefits 


Only about five per cent of the steel strikers them- 
selves were eligible to collect unemployment insurance 
benefits—those working in New York State. There the 
disqualification period for persons who are unemployed 
owing to a labor dispute is seven weeks. While Rhode 
Island permits benefits to strikers after a six-week 
disqualification, no striking claimants were reported in 
that state. The remaining forty-eight states and the 
District of Columbia have a disqualification period that 
generally coincides with the duration of the strike. 

There is some variation in the way this is worded. 
Thirty-four state laws provide that the disqualification 
ends whenever the stoppage of work due to a labor 
dispute ends, or the stoppage ceases to be due to the 
labor dispute. The laws of eleven states and the District 
of Columbia disqualify workers from benefits while the 
labor dispute is in “active progress.” In two states, 
claimants cannot collect benefits so long as their unem- 
ployment is owing to the existence of a labor dispute, 
while in one state the disqualification is extended 
beyond the actual strike period to include a reasonable 
amount of time necessary for the establishment to 
resume normal operations. Whatever the particular 
wording, the disqualification provisions were applicable 
to all the strikers, except those in New York, until 
November 7, when the eighty-day injunction began. 


Rebuilding of Reserves Slowed Down 


There is little danger that benefits payable to workers 
laid off on account of the strike will break any state 
funds. But they will seriously hamper the rebuilding of 
reserves that usually occurs in the good years of the 
business cycle. The postwar unemployment insurance 
picture reflects the fairly regular cyclical ups and downs 
that this country has experienced. Two to three years 
of high business activity, when contributions exceed 
benefits and the reserve fund is fattened up, are followed 
by a year to two of recession when it is necessary to dip 
into the reserve fund to meet benefit costs. This in 
turn is succeeded by another period of prosperity and a 
chance to prepare for the next emergency. 

Thus in 1947 and 1948, unemployment insurance 
reserves grew nationally from $6.9 billion to $7.6 
billion. The recession that followed brought them down 
to $6.7 billion in mid-1950 when the uptrend resumed 
and reserves increased to a high of $8.9 billion by the 
end of 1953. The next recession reduced the funds to 
$7.9 billion at the end of the first quarter of 1955. They 
had been rebuilt to $8.8 billion when the downswing 
began in the fourth quarter of 1957. 

The most recent recession has been the costliest to 


the unemployment insurance system. For the six calen- 
dar quarters ending March, 1959, benefits exceeded tax 
collections and interest by $2.5 billion, and reserves 
declined to $6.4 billion, the lowest they had been in the 
postwar period. In terms of the potential liability of the 
system, the situation is worse than the dollar figures 
indicate. 

Ten years ago, $6.4 billion would have represented 
more than 8% of taxable wages and would have been 
sufficient to pay average 1946-1950 benefits five and 
one-half years. Today, $6.4 billion represents less than 
6% of taxable wages and would be sufficient to pay 
average 1954-1958 benefits three years. Stated another 
way, $6.4 billion is more than three and one-half times 
the amount of benefit payments in last decade’s high- 
cost year 1949, but less than two times the amount of 
benefit payments in this decade’s high-cost year 1958. 

The expansion of covered employment from 30 million 
in 1946 to 40 million in 1957, the rise in average weekly 
covered wages from $47 to $84 in the same period, and 
the repeated legislative increases in maximum unem- 
ployment benefit amounts and duration mean that a 
future recession will be considerably more costly to the 
unemployment insurance systems even though the 
business downturn is no more severe. 


Some State Reserves Down Much More 


In half a dozen states there has been a very serious 
shrinkage of reserves—much more than the total figures 
for the country indicate. For a state to be eligible for a 
federal loan, it will be recalled, its reserves at the end 
of a calendar quarter must be less than benefits paid 
out in the preceding twelve months. 

Six states met this requirement between March, 
1958, and April, 1959—the three already mentioned 
(Michigan, Pennsylvania, and West Virginia), plus 
Alaska, Delaware, and Oregon. The steel strike has been 
of little consequence in the latter three, so they fall out 
of bounds for the present discussion. But within bounds 
is the railroad unemployment insurance program. At 
the end of 1958, its reserves were below the amount of 
benefits that had been paid out during the year, and in 
October, 1959, more than half of the 98,000 insured 
jobless railroad workers had been idled by the steel 
strike. 


A Word About the Railroad Problem 


The federal act establishing a loan fund for depleted 
state unemployment insurance reserves did not include 
the railroad program. For railroad unemployment in- 
surance is considered part of the separate and distinct 
social insurance network that provides retirement, 
survivorship, disability, sickness, and unemployment 
benefits to railroad workers. Instead, when it was 
obvious that the railroad unemployment insurance fund 
was approaching zero, Congress authorized the Railroad 
Retirement Board to borrow money for the unemploy- 
ment insurance account from the retirement account 
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whenever the former’s reserves are insufficient to meet 
benefit payments.! From July through September, 1959, 
$36.2 million was borrowed. 

The decline of the railroad unemployment insurance 
reserve fund from over $900 million a decade ago to 
minus $33 million September 30 is charted on page 567. 
The bars indicate benefit payments in the three highest- 
cost years, 1949, 1954, and 1958. As is noted in the 
chart, cash sickness benefits are also payable under the 
railroad unemployment insurance program. Unemploy- 
ment of workers able to work and unemployment of 
workers temporarily unable to work because of illness 
or injury are both financed out of the same employer 
contribution. Since June 1, 1959, this has been 334% 
of the first $4,800 of wages, the maximum tax rate 
provided in the 1959 amendments. The two kinds of 
benefits totaled $281 million in 1958. Unemployment 
benefits alone of $228 million were more than two and 
one-half times the amount remaining in the reserve 
fund at the end of the year. 

In the third quarter of 1959, an estimated $13 million 
in benefits went to railroad workers whose joblessness 
was owing to the steel strike. This does not seem like a 
large amount when compared with the total quarterly 
expenditure of $93 million. A big chunk, however, $22 
million, represented nonrecurring retroactive increases 
under the 1959 amendments. Payments for extended 
periods to beneficiaries who exhausted unemployment 
benefit rights in fiscal years 1957-1958, 1958-1959, or 
_ both, accounted for another $19 million. Normal bene- 
fits for current sickness amounted to $16 million, and 
for current unemployment to $36 million. The $13 
million estimated to have stemmed from the strike is 
more than one third of the last sum. October benefit 
figures are not available yet, but data on insured rail- 
road unemployment suggest that strike-induced claims 
may have cost the railroad system another $8 million 
that month. 


Strike Impact Defies Measurement 


The depletion of reserves in recent years in three 
states that were hit by the steel strike is also charted 
on page 567. It is difficult to determine how much the 
strike has cost them. Financial data, available only 
through September, do not segregate strike-induced 
benefit payments. Even if such figures were known, 
they would not tell us much since the bulk of secondary 
layoffs occurred in October and early November. 

Some idea of magnitudes can be gleaned from the 
separate tabulation of initial claims filed by workers 
who said their unemployment was due to the strike. 
From mid-July to November 21, such claims aggre- 
gated about 400,000 for the country as a whole. Michi- 
gan accounted for 120,000, Pennsylvania for 80,000, 
and West Virginia for 10,000 of this cumulative total. 

1 This authorization was provided in the 1959 amendments to the 


Railroad Unemployment Insurance Act. The funds borrowed are to be 
repaid with interest at 3% a year 
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In the second week of November, the insured unem- 
ployment rate in those states was considerably above 
the 4.3% national rate; 7.e., 10.2% in Michigan, 5.8% in 
Pennsylvania, and 8.2% in West Virginia. 

Precise statistics, however, are not necessary to prove 
that benefit outlays to the insured jobless idled by the 
strike have slowed down reserve accumulation, par- 
ticularly in those states where rebuilding of reserves is 
most urgent. 

Miriam I. Crvic 
Dwision of Economic Studies 
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Records Retention—A Practical Guide—The author offers a 
formal program for the retention of business records, with 
emphasis on scheduled destruction of obsolete records. The 
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keeping; it contains schedules of state and federal retention 
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Agricultural Adjustment Problems in a Growing Economy— 
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3815 pages. $3.95. 
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waukee, Wisconsin, 1958, 126 pages. $12.50. 


Systems and Procedures Responsibility—The author discusses 
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over-all systems project execution. By Philip H. Thurston. 
Harvard Business School, Division of Research, Boston, 1959, 
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Digital Computer Primer—A discussion in nontechnical terms, 
of some of the characteristics of electronic digital computers, 
how computers operate, and the logic, numbering systems 
and coding techniques involved. Also covered is the comple- 
mentary equipment, such as input and output devices, that 
go to make up an electronic data processing system. The 
material, supplemented by charts and diagrams, contains 
appendixes on the mathematics of logic and on word dis- 
tribution. By Edward Mack McCormick. McGraw-Hill Book 
Company, New York, 1959, 214 pages. $7.50. 


Management of the Sales Force—A text describing sales de- 
partment organization, the operation of a sales force, the 
planning of sales force activities and operations, and the 
analysis of sales operations and evaluation of salesmen’s 
effectiveness. By W. J. Stanton and R. H. Buskirk. Richard 
D. Irwin, Inc., Homewood, Illinois, 1959, 712 pages. $8.70. 
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Work Time To Buy a Meal: October, 1958 


Sources: International Labor Office; United Nations; The Conference Board 
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Food Costs in Work Time Here and Abroad 


T COST an industrial worker in the United States 

an hour’s pay in October, 1958, to provide a meal 

for a family of four. Canadian workers were able 
to purchase the same meal with only nine more minutes 
of work time. According to computations for seven 
European countries, Danish workers labored one and 
one-half times longer and Italian workers more than 
five times longer than the American workers to pro- 
vide such a meal for themselves and family. The 
average industrial worker in Germany and in the United 
Kingdom had to work twice as long as his American 
counterpart to obtain the same meal, the Belgian 
worker three times, the Austrian four, and the French 


worker four and a half times as long. 


The meal under consideration consists of the following 


items and individual portions: 


Beef, sirloin 
Potatoes 
Cabbage 
Bread, white 
Butter 

Milk 

Apple 


These servings contain approximately 1,050 calories, 
which is well within the limits set by the Department 
of Agriculture for an adequate meal. An American 


150 grams 
150 grams 
200 grams 
50 grams 
10 grams 
.25 liter 
150 grams 


worker’s family might consider the servings skimpy, 
while a European family would probably find them 
generous. 

The items were selected from the International Labor 
Office’s annual survey of retail prices of forty-one con- 
sumer goods, which includes thirty-five foods. The In- 
ternational Labor Office selects items of ordinary 
consumption. The most important criteria for including 
an item in this study have been the availability of price 
information in all countries and close comparability in 
quality from country to country. 

While this example of food purchasing power graph- 
ically illustrates the American worker’s advantageous 
position, a considerable degree of caution should be 
used in attaching significance to the actual amount of 
work time required in each country. Figures can only 
be considered approximations precisely because of 
limitations in comparability as well as in the price and 
earnings data available. Nevertheless, wide variations 
between two countries are generally indicative of 
meaningful differences in food purchasing power. 


LEVEL OF PRICES AND EARNINGS 


International differences in work time required to 
buy the meal reflect differences in wage levels of manu- 
facturing workers and price levels. To measure the 
magnitude of these differences, national currencies 
were converted to United States cents. Although foreign 


570 BUSINESS RECORD 


————— 


exchange rates afford some common basis for com- 
parisons they do not provide an exact measurement 
since they often are not influenced by domestic factors 
which affect local prices. 

The price of the meal was highest in the United 
States, as can be seen from table 1. A Danish worker 
could purchase the meal at almost half the price paid 
by an American, and the German worker spent only a 
few cents more than that. In Austria and the United 
Kingdom, the meal was also considerably cheaper 
(approximately one-fourth less than the United States 
price), while in Italy it was nearly 20% less. Price 
levels in Belgium, Canada and France were closer to 
the United States level. 

This price advantage of other countries over the 
United States is partly an illusory one as it gives no 
indication of what workers can actually afford. Only if 
earnings in each country were equal would the United 
States worker have the weakest purchasing power. In- 
stead he is able to overcome the price disadvantage 
because his earnings are very much higher than those 
of other workers. 

Conversely, earnings in other countries would not 
purchase so much as they do were price levels higher. 
In each of the countries, the purchasing power of earn- 


Table 1: Meal Costs Expressed in Work Time 


Minutes of %of Meals % of U.S. %of U.S. Food as % 


Work Time Obtained Price! Hourly of Total 

Required To with an Earnings! Expendi- 
Buy Meal Hour’s Work tures? 
United States... 60 100 100 100 28.6 
Wanada uc hak 69 87 92 80 28.1 
Denmark....... 88 68 52 36 31.8 
Germany, West. 131 46 56 26 42.4 
United Kingdom 138 44 72 31 36.9 
Belgium........ 200 30 90 Q7 47 A 
IAOSEFIAN.. |) i « Q44, 25 69 17 45.7 
MrAricetiy sy jie... Q7T7 Q2 96 Q1 46.4 


Tay gE Wess asd s 298 20 81 16 51.2 


1 National currencies converted to United States cents 


2 Data are for the following years: Austria, 1956; Belgium, 1948-1949; Canada, 
1956; Denmark, 1955; France, 1956-1957; Germany, 1957; Italy, 1955; United 
Kingdom, 1953-1954; United States, December, 1957 


3 Excluding cabbage 
Sources: International Labor Office; United Nations; Tax ConrrrENce Boarp 


Table 2: Hourly Earnings of Wage Earners in 
Manufacturing, October, 1958 


In National In 
Currencies United States 
Cents! 
PROS CEA Ache AE BC i. Soa ¥ aoa? fey) 3 9.46 schillings -86.5 
SCLIN OY ae, hatin edo 2S eG 28.85 francs _ 67.9 
OOTACAMID, tram a. sie ra, chs 166 ~— cents 171.0 
LESS Sas eee 5.29 crowns 76.7 
IROTER 20: 475 Staal ey Meee Aimee 6 187.1 francs 44.5 
Germany, West............... 2.31 marks 55.2 
Bish tcmeaees Bets at ela A ead te tis 217  liras 84.9 
United Kingdom... : .. 3.4.55. 57.0 pence 66.7 
Wnited States) Se. Skee 3 Ok 214 ~— cents 214.0 


For country-to-country differences in coverage see note on page 572 


1 National currencies converted to U. S. cents on basis of October, 1958, foreign 
exchange rates; source: Federal Reserve Bulletin 


Sources: International Labor Office; United Nations; Tar ConrrrENcE BoarpD 
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ings in October, 1958, was higher than the level of 
hourly earnings. For example, Canadian earnings were 
only 80% of United States earnings, whereas the meal 
purchasing power of Canadian earnings was 87%. 
Denmark’s improved position, from 36% of United 
States earnings to 68% of United States purchasing 
power, was also owing to the low price of the meal. 

Germany and Austria are better off in purchasing 
power than would be expected from their position in 
earnings, while the high price levels of France and 
Belgium shift their placement in purchasing power 
below their position in earnings. France’s situation is 
undoubtedly more favorable than indicated here, since 
family allowances, especially important in the French 
worker’s total income, are not included in hourly 
earnings. 

The United Kingdom is in fourth place in earnings 
and in prices, but drops below Germany’s ranking in 
purchasing power because of the low price of the meal 
in the latter country. The Italian worker’s low earnings 
were slightly offset by the moderate price of the meal. 
Even so, the Italian worker has to spend the most 
working time to obtain it. Since one of the vegetables 
is omitted from his meal because of lack of price data, he 
actually requires more working time than is indicated. 

The ‘‘meal” purchasing power has been primarily 
determined by the amount of labor required to obtain 
beef, as it is the costliest item on the menu. A kilogram 
of beef, for instance, could be purchased by the United 
States worker with sixty-five minutes of labor in the 
month under study. A Canadian required seventy-six 
minutes and a Danish worker ninety-seven minutes for 
an equivalent amount. The German worked 138 min- 
utes, or 2.1 times as long as the United States worker. 
The British worker required 147 minutes of work time. 
In the remaining countries, workers labored four to six 
times longer than the United States worker. 

Although the meal is not typical of any one country, 
it does not diverge too seriously from the eating habits 
of any particular country. In France, and especially in 
Italy, beef and milk are not “national” dishes. The 
substitution of veal and coffee in these two countries, 
however, does not alter their ranking in “meal’’ pur- 
chasing power. As a matter of fact, work time in Italy 
increases with the substitution (in France, however, 
there is a slight reduction in time). While the meat in 
the menu is perhaps more familiar at an American 
table than a European one, an American housewife 
would undoubtedly select a vegetable other than cab- 
bage to serve with the meal. 

The ranking of the countries under study is somewhat 
altered by adding more food items than are included in 
the specific meal. Thus the addition of five more foods 
more or less common to all the countries brings the 
purchasing power of earnings in Germany down to 
36% of the United States level and raises the United 
Kingdom to fourth rank. Other changes are a 4% gain 
in food buying power for Canada and a 4% loss for Italy. 
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Table 3: Work Time Required To Purchase Selected Items, October 1958 


In minutes 
Austria Belgium Canada Denmark France Germany Italy United United 
Unit (Vienna)  (8Cities) (83 Cities) (Copen- (4Cities) (Fed.Rep.) (5 Large Kingdom States ; 
hagen) Cities (7 Cities) (46 Cities) 

Bread; white, wheats.) 02.6 oc. 5 eas. Kg. 44 16 12 20 26 29 36 14 12 
Flour) (wheat); white, <....).5-.s096 0 Kg. Q7 32 6 15 32 22 37 16 7 
Rice ses ee ES en ee Kg. 37 35 ax Q1 51 26 _ 61 33 11 
Beef: sirloine? 4h Re eee Kg. 292 258 76 97 340 138 371 147 65 
‘Pork loinchopst.s8e4 4 oLet cee core Kg. 209 187 56 99 193 158 278 123 57 
ish (iresh),;misc.c:. v.00 use eee ee Kg. 117 124 30 Q4 72 74 320 68 29 
Milk, pasteurized (delivered)......... liter 14 15 i ef 16 11 QA 15 7 
Butters. cess ches « ae See Kg. Q17 191 55 67 261 179 382 78 46 
Kiggsy (fresh: os otc ei eee i 8 6 Q 4 9 6 10 5 1 
Potatoes Nee snes Pome eee mee Kg. 7 5 3 5 11 5 14 10 3 
Cabbage, green orred............... Kg. 16 10 5 6 13 10 9 4 
Onions .o!8.. eee hecho es Kg. 16 10 1 13 7 15 17 13 5 
Apples (eating) iin .2- a6. cee oe Kg. 35 16 9 14 43 22 33 25 8 

Olea) atthe cot NER Ae eo oer ee 500 g 266 128 34 110 164 QA5 314 109 QT 
eae eyk cress ceteris sae 500 g 364 300 47 150 456 402 428 94 
Sugar, white, granulated............ Kg. 39 31 8 12 33 32 67 18 tf 
Marrarine. atic ot on wee Leen ete Kg. 100 52 26 36 93 53 165 47 18 
Ciganettes? ). % TOM eres. ee 20 29 19 12 42 30 AS 4A 49 if 
Coali(ousehold) jy) sae, dee ee cae 50 kg. 366 Q44 52 96 336 110 644 94 43 
Electricity (lighting)................ kw.-h. a 8 1 Q 10 6 il 2 2 
Gasi(cooking)Seetieee er oe ene 50 cu.m. 298 393 107 250 548 442 545 219 61 
Note: 


Austria: Earnings exclude overtime pay and special bonuses. Prices are usually midpoint of range. Electricity rate excludes fixed charge 

Belgium: Prices are weighted averages of three large cities. Electricity and gas rates include fixed charges 

Canada: Earnings exclude infrequent bonuses and payments in kind. Electricity and gas rates are weighted averages of four large cities 

Denmark: Overtime and certain other cash payments are excluded from earnings. Electricity rate excludes fixed service charge 

France: Earnings are based on set wage rates and exclude overtime and incentive pay. Price of tea is for Paris only; sugar price is for cubes 

Germany: Earnings include family allowances. Fixed charge included in gas and electricity rate; electricity is basic rate for two-room apartment with kitchen 

Italy: Prices are weighted average of five large cities; beef and pork prices are weighted average of four large cities 

United Kingdom: Prices are mean of average London price and unweighted averages of Birmingham, Bristol, Glasgow, Leeds, Manchester, and Newcastle upon Tyne 

United States: Earnings exclude retroactive pay, irregular bonuses and payments in kind. Prices of cigarettes, gas and electricity are weighted averages of three large cities 
Sources: International Labor Office; United Nations; Tar ConrrrEeNncr Boarp 


Table 4: Ranking of Countries by Amount of Work Time Required 


Lowest number indicates least amount of time required 


United United 


Unit Austria Belgium Canada Denmark France Germany Italy Kingdom States 
Breads wwe aac ante aan Kg 9 4 1 5 6 ui 8 3 1 
Flour)... c.6 eee ee ee A Kg 6 7 1 3 7 5 9 4 2 
Riedie, Aheaakes oh ter 4 ee th sate Kg. 6 5 , 2 7 3 7 4 1 
Beefs sirlain og 3 ators cho ce eee Kg. Hp 6 Q 3 8 4 9 5 1 
Pork: Joupchops.ace ac cee ee ee Kg. 8 6 1 3 7 5 9 4 2 
ish) (fresh) mises ks, wee eee Kg. 7 8 3 1 5 6 9 4 2 
Milk, pasteurized (delivered)......... liter 5 6 1 1 8 4 9 6 1 
Bee ere Rese ee Ve Kg. 7 6 Q 3 8 5 9 4 1 
Byes (iresh)'.. Soccer tec ees jl tf 5 2 3 8 5 9 A 1 
Potatoes ee ot eh ee ee Kg. 6 3 1 3 8 3 9 i 1 
Cabbage, green orred............... Kg. 8 5 2 3 7 5 be 4 1 
OOD St eid cove eae eee ee Kg. W 3 Q 4 9 6 8 4 1 
Apples (esting) 8o,5..60., fee oe K 8 4 2g 3 9 5 iT 6 1 
ey eS ch iy La ee ae 500 g 8 5 Q 4 6 7 9 3 1 
dye Oe eae oes wie, Meher asp 500 g 5 4 1 3 7 6 8 Q ae 
Sugar, white, granulated............ Kg. 8 5 Q 3 7 6 9 4 1 
Margarine acer aiken. seve Kg. 8 5 Q 3 7 6 9 4 1 
Cigarettes AS nce ehh ade ie 20 4 3 2 6 5 7 8 9 1 
Coali(otisehold))cc) ac aniane oeotoncete hs 50 kg. 8 6 2 3 Th 5 9 4 1 
Blectricityameet, vocjs<0 02 ules ae oe kw.-h. 5 uf 1 Q 8 6 9 Q 3 
Gast(cooking) a. years. Ws eee 50 cu.m. 5 6 Q 4 9 7 8 3 1 
Sources: International Labor Office; The United Nations; Taz Conrrrence Boarp 
Further experimentation, this time with seventeen favorable position of United States and Canadian 
items instead of twelve, produces more or less the same workers. For some foods, the gap between purchasing 
result as earlier, with the United Kingdom in fourth and power of earnings here and in the other countries was 


Germany in fifth position. It also points up, again, the less than the gap between costs for the meal. Milk, 
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for example, could be purchased by workers in the 
_ United States, Canada and Denmark with the same 
amount of labor time. A worker in Germany worked 
- one and one-half times as long, and those in the remain- 
ing countries only two to three times as long as the 
_ American worker. On the other hand, some items re- 
- quired much more work time than was needed in the 
- United States. Coffee could be purchased in Canada 
_ with 1.3 times more labor. In the United Kingdom and 
- Denmark, a similar quantity could be bought by work- 
_Ing four times as long. But workers in Germany, 
Austria and Italy have to put in nine to eleven and 
_ one-half times more work time. 


A FEW NONFOOD ITEMS 


The United States worker required the least amount 
of work time in October, 1958, to obtain such nonfood 
items as cigarettes, coal, and gas (for cooking). Elec- 
tricity was obtained with less work time in Canada; 
the same amount of work time was required in Denmark 
and the United Kingdom as in the United States. 

To buy a pack of cigarettes, an American worked 
_ seven, a Canadian twelve, and a Belgian nineteen 
minutes. The work time required in the other countries 
ranged from twenty-nine minutes in Austria to forty- 
nine minutes in the United Kingdom. 


CHANGES IN WORK TIME 


The figures in table 3 bring up to date Tur Con- 
FERENCE Boarp’s study of the purchasing power of 
earnings in October, 1955. (See The Business Record for 
March, 1957.) Since that time, notable reductions in 
work time have been made in many of the countries. 
The total time required to purchase all twenty-one 
items has been reduced by 404 minutes in France and 
' by 324 minutes in Germany. More than 200 minutes 
' has been subtracted from the work time required in 
Austria and Italy, and over 100 minutes in Denmark 
and the United Kingdom. The number of minutes has 
_ been reduced by ninety-eight in Canada, by fifty-two 
in Belgium, and by eleven in the United States. 

_ Another indication of the advances made between 
' 1955 and 1958 by workers in the other countries is 
given in the ranking of countries by individual items. 
In 1955, the United States worker could purchase 
eighteen of the twenty-one items with the least amount 
of labor effort; in 1958, he could purchase only sixteen 
of these items in the shortest amount of time. In 1955, 
the Canadian worker could buy five of the items with 
‘the least work effort (only one, electricity, actually 
faster than the United States worker); in 1958, how- 
ever, he could purchase seven items in the shortest 
time, adding pork and flour as well as electricity to 
the list. Denmark shows up favorably in this com- 
- parison, needing the least amount of work time to 
purchase fresh fish and tying Canada and the United 
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Some Cautions 


This study has been limited to comparisons of 
work time required to obtain the money necessary 
to purchase a number of food items and very few 
nonfood items. Noattempt has been made to compare 
levels or standards of living. Differences in local 
preferences, in the common availability of goods and 
services, and in the quality of goods restrict a wider 
coverage. The scarcity of average price information 
also handicaps a broader analysis. But a more 
serious limitation is the difficulty of determining 
differences in quality and in assigning values to 
quality differences known to exist. However, quality 
differences, inherent in any international comparison, 
are less significant with foods. 

Even such a restricted study as this is subject to 
a number of reservations. The actual food buying 
situation is not reflected in this analysis. An item 
that may be considered standard fare by workers of 
one country may seldom be purchased by the work- 
ing population of another. While the items included 
are available, and indeed consumed in each country, 
they are not purchased in similar quantities. Meat, 
for example, is consumed in larger quantities in the 
United States and Canada than elsewhere. In Italy, 
however, per capita meat consumption is consider- 
ably below the consumption levels of the other 
countries. 

The earnings data, assembled by the International 
Labor Office, generally apply to all wage earners in 
manufacturing. However, country-to-country differ- 
ences in coverage exist. In Denmark, earnings of 
workers in construction, commerce, transportation 
and services are included. Construction, quarrying 
and services are also included in Germany. Earnings 
in Austria cover workers in Vienna only, and in 
Belgium the earnings are those of male adults. 

Since earnings are reported on a before-tax basis, 
no account is taken of the differentials in the impact 
of taxes on income. These earnings usually include 
overtime pay, bonuses, cost of living allowances, and 
social insurance contributions payable by the em- 
ployee. In general, family allowances and other types 
of income not directly related to the work performed 
are not included. Contributions payable by em- 
ployers, such as unemployment, old-age and other 
social security benefits, are also excluded. 

There are other limitations in comparisons over 
a period of years. Between 1955 and 1958, several 
countries revised their retail price indexes. In some 
cases a much larger number of foods was added and 
in Italy the sample was increased from sixty-one 
to ninety-two towns. Continuity in the earnings 
series of German workers was disturbed by the 
inclusion of service industries in 1957. 


States with the shortest time required to obtain milk. 
The meal described earlier cost the Italian, French 
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Increases in Hourly Earnings and Food Prices: 
October, 1955—October, 1958 
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Sources: International Labor Office; United Nations; The Conference Board 


and United States workers more in work time in 
October, 1958, than in October, 1955. Over this three- 
year period, the Italian added eighteen minutes of 
work time, the French thirteen minutes and the Ameri- 
can two. Workers in four of the countries were able to 
reduce the work time needed to buy the meal. The 
German dropped twenty-one minutes, the Dane nine 


minutes, the Briton eight minutes and the Belgian four’ 


minutes. Canadian and Austrian workers required ex- 
actly the same amount of work time in 1958 as in 1955. 

Since the meal contains only a few items, a more 
complete picture of changes in food purchasing power 
is provided by using the retail food price indexes of 
each country. The smallest advance in food purchasing 
power of earnings was made by the United States 
worker. While his hourly earnings rose 12% between 
October, 1955, and October, 1958, more than two thirds 
of the gain was canceled by an 8.2% rise in food prices 
(as measured by the BLS index), leaving about a 3.5% 
improvement in food buying power. 

The French worker’s food purchasing power rose only 
slightly higher (3.8%). Hourly earnings of the factory 
worker in France climbed 28.7%, or more than in any 
of the other eight countries, but the French worker 
also felt the highest rise in food costs. Belgian workers 
had the smallest increase in hourly earnings (10.7%), 
while the smallest rise in food prices (less than 1%) 
occurred in Denmark. 

Earnings gained less than 10% in food purchasing 
power in Canada, Belgium and Italy. The United 


Kingdom and Austria showed rises of 10.0% and 11.7%, 
while the greatest gains were made in Denmark and 


Germany, where the food purchasing power of earnings 


rose 16.3% and 18.6%. 
Despite the sizable advances made by workers in 
many of the countries, the gap between their purchasing 


power and that of the United States worker narrowed © 
only slightly. The largest gains relative to the United — 


States were made by German and Danish workers. 


ZoE CAMPBELL 
Division of Consumer Economics | 


Price Behavior 
[Continued from page 562] 


mained high as operations were resumed by some 
companies. 

Other nonferrous metals have also been strong in 
spite of work stoppages elsewhere and abundant stocks 


in these metals. (Declines in manufacturers’ inventories — 


of nonferrous metals in the third quarter can probably 
be traced to reduced copper inventories.) Of the three 
remaining sensitive metals measured by the daily spot 
commodity index, only tin declined slightly since the 
beginning of the steel strike. 


When all elements are brought into play, over-all — 


index movements at the spot commodity, wholesale and 
consumer levels appear to diverge. Price-influencing 


factors show the most highly concentrated impact in — 


the daily spot market index. Raw industrials and food- 
stuffs spread out in widely divergent directions, and 


price hikes in metals only somewhat diminish the effect — 


of seasonal weakness in foodstuffs. 
Although much less sensitive than the spot index, 
the wholesale index shows considerably greater price 


dispersion than the consumer index. In the latter, two 
factors tend to bring price movements closer together— ~ 


extensive processing of most items and upward pressure 
of services on each component group of the index. 
Prospects for the coming months indicate that all 
indexes will be influenced by a continued downward 
seasonal movement in food items. Coupled with cyclical 


declines in beef and pork, this trend will help to reduce © 
the upward pressure elsewhere. When an agreement is © 


ee ae Oh PE ae. | 


a, a oe 


reached, economists appear optimistic that the boom ; 


will resume and that prices will remain strong as demand ~ 


quickens. However, violent price rises seem to have 


ended in some commodity groups of the wholesale index ~ 
so that food prices may well appear to dominate the © 
index. On the other hand, a lag in the translation © 
of higher wholesale prices to the retail level, with an © 
additional push from service costs, will probably keep — 
consumer prices up—except during periods of sub- ~ 


stantial seasonal declines. 
HELEN SWANSON 
Dwwision of Consumer Economics 
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Selected Business Indicators 


Chartbook : 1959 1958 
Pages“ SSS SS 


October » | September} August October 


Industrial production 
Total 1947-49 =100 S 
Durables manufacturing 1947-49 =100 S 
Nondurables manufacturing 1947-49 =100 S 


Wholesale prices 
All commodities 1947-49 = 100 
Farm products 1947-49 = 100 
Processed foods 1947-49 = 100 
1947-49 = 100 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
Prices received and paid by farmers 
Prices received 1910-14= 100 
Prices paid? 1910-14=100 
Parity ratio® 1910-14=100 
Employment and unemployment‘ 
Total labor force Thousand persons 
Thousand persons 
Civilian employment Thousand persons 
Nonfarm employment Thousand persons 
Unemployment rate5 Thousand persons $ 
Nonfarm employment 
Total Thousand persons S 
Manufacturing® Thousand persons S 
Nonmanufacturing Thousand persons S 
Factory production workers in durables Thousand persons S 
Factory production workers in nondurables Thousand persons S 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
Total manufacturing Dollars 
Durables manufacturing Dollars 
Nondurables manufacturing Dollars 


Average weekly earnings 
Total manufacturing Dollars 
Durables manufacturing Dollars 
Nondurables manufacturing Dollars 


Personal income 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


instalment credit 
Extensions Million dollars S 
Repayments Million dollars S 
Change in outstandings?® Million dollars S$ 
Amount outstanding! Million dollars 


Million dollars S A 
Total private Million dollars S A 
Private nonfarm residential Million dollars S A 


Business sales and inventories 
Total inventories!® Million dollars S 
Million dollars S 


Retail trade: Durable goods stores 
Inventories! Million dollars S 
Million dollars S 


Retail trade: Nondurable goods stores 
Inventories! 2 Million dollars S$ 
Million dollars S 


Durables mfg.: Sales and inventories 
Inventories!° Million dollars S a. 730,145 
Million dollars S a. 714,008 


Nondurables mfg.: Sales and inventories 
Inventories! Million dollars S a. 721,974 21,2486 
Million dollars S ad. 715,195 14,081b 
: *. ; r 1.45 1.516 
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Selected Business Indicators (Continued) 


Chartbook 7 
Series 


Merchandise exports and imports 
Exports" 


Federal budget receipts and expenditures 
Defense expenditures 


Money supply and turnover 
Money supply! 2 
Demand deposits adjusted and currency!” 
Deposit turnover: New York City 
Deposit turnover: 337 other centers 


Bank loans, investments and reserves 
Loans 


Eight sensitive business indicators 
Residential building contract awards 


Commercial, industrial building contract awards.... 


New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Chartbook 
Pages* 


Gross national product 


Change in business inventories 
Final demand 


Components of gross national product 
Personal consumption expenditures 
Gross private domestic investment 
Net exports of goods and services 


Disposition of personal income 
Personal income 
Disposable personal income 
Personal consumption expenditures 


Corporate profits!® 
Net before taxes 
Tax liability 
Net profits 
Dividend payments 
Retained earnings 


Manufacturing 
Nonmanufacturing 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Surplus or deficit 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; Bureau of the Census; Securities and Exchange Commis- 
sion; Treasury Department; F. W. Dodge Corporation; Standard & Poor’s Corpora- 
so Dun & Bradstreet; National Bureau of Economic Research; Ton CoNFERENCE 

OARD. 

1 Excluding farm and food. 2 Including interest, taxes, and farm wage rates. 8 Prices 
received divided by prices paid. 4 Series redefined in 19538, and in 1957. 5 Unemploy- 
ment as per cent of labor force. ® Includes nonproduction workers. 7 Excludes personal 
contributions to social security included in components. 8 Includes wages and salaries 
and “other labor income.” * Extensions minus repayments. 1° End of period. 4 In- 
cludes grant-aid shipments. 1 Privately held; includes demand and time deposits 
adjusted to exclude t. S. Government and interbank deposits, and currency outside 


1959 


October p | September 


Million dollars 
Million dollars 
Million dollars 


Billion dollars 
Billion dollars S$ 
SA 


Million dollars 
Million dollars 
Million dollars 
Million dollars 


129,879 
42,132 
15,018 


Thous. sq. ft. fl. sp. S 
Thous. sq. ft. fl. sp. S$ 
Million dollars S 
Hours S$ 

1947-49 = 100 
1941-43 =10 

Number SR 

Number S 


126,904 
40,730 


Ill II 
Quarter Quarter 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S$ 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S$ 
Billion dollars S 
Billion dollars S$ 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S$ 


19,725 
21,223 
—1,498 


Million dollars 
Million dollars 
Million dollars 


19,219 
— 1,808 


August 


122,049 
38,355 
713,974 
40.5 
86.7 
63.45 
15,901 
1,146 


I 
Quarter 


October 


142,257 
32,580 
12,8596 

39.6 
86.6 
54.18 
14,253 
1,286 


1958 


III 
Quarter 
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banks. 13 All member banks; Wednesday nearest end of period. 4 Commercial, indus- 
trial and farm loans of weekly reporting member banks; Wednesday nearest end of 
period. Starting with July 1959, not comparable to earlier data; includes loans to non- 
bank financial institutions. ! Gross national product less change in business inven- 
tories. 1° All data are before inventory valuation adjustment. S-seasonally adjusted. 
A-annual rate. R-Revised to include Hawaii. a-anticipated. For the [IV Quarter of 
1959, anticipated outlays are: Total, 35.34; Manufacturing, 13.72; and Nonmanufac- 
turing, 21.62. b-September, 1958 for monthly data; II Quarter 1958 for quarterly 
data. p-preliminary. r-revised. * End-of-month inventory, divided by sales during 
the month. t Debits divided by deposits, t+ Diffusion index “ Chartbook of Current 
Business Trends (Seventh Edition), Tar Conrprence Boarp, 1959. Copies available 
to Board Associates on request 
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They Go Together 


ery issue of The Business Record carries two pages 

“Selected Business Indicators.” The Board also 
ovides a “Chartbook of Current Business Trends” 
' graphic treatment of these same figures. 


iow in its seventh edition, this chartbook embodies 
ath the results of the Board’s experience in issuing it 
ad the improvements suggested by Associates using 
As a result, the seventh edition, which was off the 
“ess at the end of November, is the last word in 
rviceability. For instance: 


i It is loose leaf: 
w chart pages can easily be inserted whenever 


* moke them necessary or charting space runs 


. 
| Tt has convenient “cuffs”: 

alf sheets accompany each chart page. On one side 
f these “cuffs” are a long-term chart and a word 
escription of the particular indicator. On the other 
de are yearly figures for way back and quarterly 
gures back for several years. Easy to consult, this 
cuff” material is never in the way of the fuil-page 
narts 


It has completeness: 

ver o hundred indicators are carried in The Business 
ecord. In the chartbook are 28 full pages of charts 
ind as many “cuffs,” with identical folios, to help 
pviy the Record-carried indicators 


{ 
; 


It is complementary: 
he two Business Record pages of “Selected Business 
idicators” comprise a valuable service in themselves. 


) the chartbook, Associates have a unique “extra” to 
he Record that can, if used properly, be invaluable 


© them / 


tial copies of this seventh edition of the Chartbook 
F Current Business Trends will be mailed to Associ- 
tes upon their request, without charge. Additional 
Spies (bulk orders carrying their usual discounts) 
in be had for $2.50 each i 


In the December Management Record 


Gearing Management Development to Company Expansion—To meet its development 
needs, Mead Johnson and Company has created a program of testing, counseling, 
and appraisals, and has developed its own educational institute. A look at the evolu- 
tion of this company’s management development program provides a case study of 


one company’s response to a management challenge. 


Starting Salaries for College Graduates—Some employers feel it imperative to put 
the brakes on the seemingly endless upward movement of salaries that companies 
offer the new graduate. The reasoning behind this thinking is examined in this short 


article. 


AFL-CIO Plans New Machinery for Jurisdictional Disputes—Recently the AFL-CIO an- 
nounced new steps to eliminate jurisdictional and other internal disputes. A special 
committee has recommended a procedure that culminates in final and binding arbi- 
tration. The article discusses the committee’s proposals and traces the history of 


labor’s attempt to rid itself of jurisdictional disputes. 


Champion Attacks 6,643 Roadblocks—Since few companies enjoy revealing areas of 
weakness, many people were shocked when Champion Paper and Fibre Company 
announced it had uncovered 6,643 problem situations or “roadblocks.” The com- 
pany, however, was following an established policy of exposing obstacles that might 


impede future growth. Once the problems were uncovered and classified, special 


follow-through teams went to work to solve them. The article discusses the methods 


used as well as the results obtained. 
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